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Operating revenues 
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Capital expenditures 
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*Dollar amounts expressed in U.S. currency 
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Directors’ Report 


* 


J.H. Moore, 
President of Brascan Limited. 


Continued growth of the Brazilian 

and Canadian economies during 1973 
proved favourable for the Company's 
progress both in terms of financial 
results and of the expansion of the 
Company’s investment programs In 
both countries. The consolidated net 
income for 1973 amounted to $104.0 
million * ($4.06 per ordinary share), 
before gains on exchange of $24.5 
million ($0.96 per ordinary share). 
This compares with $90.6 million 
($3.54 per ordinary share) for 1972 
before gains on exchange of $6.8 
million ($0.26 per ordinary share). The 
increased earnings are attributable to 
higher net utility income and improved 
results from investment and Industrial 
operations. 


Mention was made in last year’s 
annual report of our transition from 
being a company almost exclusively 
involved in Brazilian utility operations 
to one with a broad range of interests 
in both Brazil and Canada. Areas of 
investment activity were broadly 
defined as: 


— operation of electric power utilities 
In Brazil and Canada; 


Dollar figures throughout this report are 
expressed in U.S. dollars except where 
otherwise indicated. 


Antonio Galfotti, 
Vice-President of Brascan and 
President of Light. 


— production and distribution of 
consumer goods and services, 
particularly foods and beverages, in 
Brazil and Canada; 


— natural resource development in 
Brazil and Canada; 


— development of tourism and real 
estate in Brazil; 


— financial services and trading in 
Brazil, Canada and elsewhere in 
the world. 


During 1973 the Company continued 

to pursue these objectives, with the 
concomitant aims of strengthening and 
broadening the Investment programs 

in Brazil and Canada to achieve a 

better balance between asset values and 
earnings within Brazil and of assets 

and earnings between Brazil and 
Canada. 


In accordance with these guidelines, 
two major Canadian acquisitions were 
made during the year: Great Lakes 
Power Corporation Limited of Sault 
Ste. Marie, Ontario, and, through 
Brascan Resources Limited, Western 
Minerals Ltd. of Calgary, Alberta. 


Subsequent to the acquisition of Great 
Lakes Power Corporation, that com- 


. pany took over substantially all of 


Brascan’s Canadian investment 
activities and assets. Great Lakes 
Power Corporation will undertake the 
management and future development 
of the Canadian investment program, 
and this will permit a clearer definition 
and coordination of this program. 


The acquisition of Western Minerals is 
a further step in Brascan’s natural 
resources activities. Developing the 
Tull potential of a balanced natural 
resources program does, in the normal 
course of events, take some years. 
Exploration, building up of reserves 
and, equally important, development 
of a qualified organization to carry 

out the program is time-consuming. 
For the past several years Brascan 
Resources has been going through the 
exploratory and developmental phases: 
we are pleased to report that good 
progress has been made in building 

an effective management team in the 
natural resources area, and in the 
development of reserves of oil, gas 
and minerals to support a long- 

term program. 


Light 

Our principal investment continues to 
be Light-Servicos de Eletricidade 
S.A., the Brazilian electric utility sub- 
sidiary. Significant progress was made 
by that company in meeting the 
demand resulting from the rapid growth 
in the number of consumers in its 
concession area, together with 
improvement in quality of service. 
Although Light still operates its own 
generating facilities, some 61.7% of its 
energy requirements during 1973 was 
purchased from Government-owned 
generating systems. The demands of 
the company’s distribution area are 
currently being updated, and at present 
call for a capital expenditure program 
for the 1974-1978 period in excess of 
$1.2 billion. Light, supported by 
Brascan, has planned to meet the 
challenge implied in the size of this 
capital program and it is expected that 
the major portion of these expendi- 
tures will be financed out of reinvest- 
ment of retained earnings of Light and 
the investment of other Brascan 
cruzeiro funds. Approximately 25% of 
the expected capital expenditures will 
have to be found from outside 
borrowings. 


In generating and distributing power, 
Light operates under the same regula- 
tions as all other Brazilian electric 
companies, whether privately or 
Government-owned. Mention should 
be made of the impressive achieve- 


ments of the Brazillian Government in 
development of new hydro-electric 
sources which the country’s fast- 
growing economy requires. The Itaipu 
project merits special comment. This 
development on the Parana River lies 
on the Brazil-Paraguay border and, 
when completed, will have a capacity 
of 11.7 million kilowatts and will be 
the largest power development 

in the world. It is planned to begin 
generation in 1982. 


Board of Directors—Light 

In April, 1974 Dr. Antonio Gallotti will 
retire as President of Light. Dr. Gallotti 
has held the post of chief executive of 
Light during the past 17 years of con- 
stant change and growth. In 1933, 
already known as a distinguished 
lawyer, he joined the legal department 
of Light. His contribution to the Com- 
pany during this 41-year period can 
hardly be overstated, particularly the 
leadership he provided during the past 
decade in meeting the fast-escalating 
demand for electricity, while at the 
same time launching the Company's 
diversified Brazilian investment pro- 
gram. The success of both these major 
undertakings and the regard in which 
he is held in both the Brazilian and 
international communities and, 

most important, by those in the 
employ of Light, is a tribute to his 
executive Capacity, his imagination 
and his humanity. This esteem was 
made evident when in August the 
magazine VisGo selected him as “Man 
of Vision” of 1973, an award pre- 
sented annually to an outstanding 
Brazilian leader. Later in the year he 
also received an award from the 
National Federation of Commerce and 
the National Trade School Service as 
the most distinguished businessman 
in Brazil. 


| am happy to report that although 
Dr. Gallotti will now relinquish his 
responsibilities as chief executive and 
operating officer of Light, he will con- 
tinue his association with Brascan, 
exercising supervision over all our in- 
vestments In Brazil. He will undertake 
this new role as President of Brasnac- 
Administracao e Representacoes 
Limitada, which will become the 
Company's overall investment 
management corporation in Brazil. 


In May, 1974 Dr. J. S. Freitas retires 
as Vice-President of Light. Dr. Freitas 
joined the company in 1931, and for 
more than 16 years he has carried 

the heavy responsibility of directing 
the company’s technical operations. 


The expansion and improvement in 
service to Light’s customers must in 
large measure be attributed to his efforts. 
The Directors extend their appreciation 
of his many outstanding contributions 
over the years. 


Board of Directors—Brascan 

Dr. Hermann J. Abs, having reached 
retirement age, will not be standing for 
re-election at the Annual Meeting. 

In February, 1974 the Board also 
accepted with regret the retirement of 
Mr. Neil J. McKinnon. Our gratitude 
is due to these two men, each 
distinguished in his own field, who 
provided wise and experienced ~ 
guidance to the Company over many 
years. 


In February, 1974 Mr. A. J. Little was 
appointed to the Board. Mr. Little was 
formerly a senior partner of Clarkson, 
Gordon & Co. and is a director of a 
number of prominent Canadian 
corporations. 


Executive Appointments 

Mr. Lloyd B. Leeming was appointed a 
Vice-President, with special respon- 
sibilities in the field of corporate 
affairs. Mr. R. R. Sutherland was 
appointed Assistant Vice-President, 
Finance. Mr. B. M. Howard was 
named Comptroller and Mr. R. H. 
Eldridge, Treasurer. 


Management and Staff 

The success enjoyed by the Company 
during the past year must be attributed 
in large measure to the ability, dedica- 
tion and loyalty of the Company’s 
management and staff, both tn Brazil 
and Canada. To them, on behalf of the 
Directors, | extend our sincere 
appreciation. 


On behalf of the 
Board of Directors 


J. H. Moore 


President 


March 26, 1974. 


Review of 
Economic Developments 
in 1973 


World 


Most countries in both the developed 
and the developing world participated 
in a strong upward surge In the pro- 
duction of raw materials and of manu- 
factured goods in 1973. The terms of 
international trade shifted strongly in 
favour of the food, raw materials and 
metal-mining countries and against 
the products of industrial countries 
which depend on the processing and 
export of manufactured goods. The 
physical limits of productive capacity 
were reached in many countries, and 
scarcities developed under the condi- 
tions of strong market demand. The 
combined effects of demand and 
abundant credit supply set into motion 
a sharp price inflation in base metals, 
minerals, foods and natural resource 
products. Large shifts were taking 
place in international foreign exchange 
reserves prior to the outbreak of the 
Arab-Israeli War and the ensuing 

high prices on crude petroleum ex- 
ports. Adjustment to the unusually 
high prices of crude petroleum has 
placed a heavy strain on the indus- 
trialized countries and on the large 
number of developing countries 
dependent on imported oil. Until some 
relief comes by way of lower and 
Stable prices, the outlook Is uncertain. 


4 


Canada 


The Canadian economy, with its strong 
base in forestry and metal products, 
grains and energy, showed a Gross 
National Product growth of 6.8% in 
physical volume and 14% in current 
dollars. The index of industrial pro- 
duction rose by 8.3%. Both the imports 
and exports of commodities in terms 
of value rose by close to 25%, and 
Canadian productive capacity oper- 
ated at virtually full utilization, but at 
less than the full employment level. 
The pace of inflation increased, from 
both internal and external pressures, 
while the foreign exchange value of 
the Canadian dollar continued strong. 
Although many companies approved 
plans for capital investment, their 
initiation is subject to more than the 
usual uncertainties relating to energy 
prices and policies, international 
markets and inflation. 


Brazil 


The Brazilian economy continued its 
high rate of growth in production. 
Official sources estimate that the Gross 
Domestic Product rose by 11.4%, 

the highest rate of growth in its history 
and probably the highest in the world. 
Between 1968-1973 the GDP rose 

by 63%, with the annual growth rate 


never falling below 9%. The increase in 
the consumer price index was 13.7%, 
compared to 14.0% in 1972, while 
wholesale prices rose by 15.5%. 


In order to maintain the strong growth 
trend, the Government made a steady 
effort to facilitate the expansion and 
modernization of industrial capacity. 
Incentives to export were extended, 
while the internal market continued to 
grow. To avoid the problem of scarcity 
of raw materials and industrial materi- 
als for domestic industry, a number of 
export controls were instituted. The 
national highways construction pro- 
gram and the search for minerals were 
accelerated. The continued improve- 
ment in the living standards of the 
people was indicated by the strong 
sales of consumer durables and house- 
hold equipment. The fiscal authorities, 
in applying monetary correction to 
personal savings deposits and to the 
legal minimum wage, extended a pro- 
tection to individuals roughly tn line 
with the rise in the cost-of-living index. 


Production 

Overall industrial production increased 
by 15% in 1973, with strong growth in 
the automotive, electrical machinery, 
cement and textiles industries. Auto- 


Brazilian Foreign Trade 1968-1973 


GB Exports f.o.b. 


[1 Imports c.i.f. source: Bank of Brazil 
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mobile production reached 729,135 
units, an increase of 19.7%. Steel pro- 
duction rose 9.7% to 7.1 million tons. 
Agricultural production rose by about 
3.5%. Larger crops of wheat, soybeans, 
rice and sugar were harvested, offset 
in part by lower output of coffee, 
cotton and beans. Higher support 
prices have been established for 
1974-1975 to encourage increased 
production of beans, cotton, peanuts 
and corn. Assuming satisfactory 
production and continued strong 
world demand, Brazil can expect to 
maintain its escalating exports of 
agricultural products. 


Monetary Policy and Inflation 

The Government continued its anti- 
inflationary measures by the use of 
rediscount facilities, open market 
operations, compulsory reserves and 
price controls over sensitive items to 
combat inflation while maintaining 
strong real growth. It was a year of 
heavy capital imports and large in- 
vestment in Brazil. To manage the flow 
of private capital from abroad, the 
National Monetary Council temporarily 
imposed a compulsory deposit of 40% 
on such funds. This deposit requirement 
was subsequently removed. Some 
controls were extended over the export 


Principal Exports 
value expressed in millions of dollars 


Percentage 
increase 


1965 1970 1971 1972 1973  '65-'73 


Manufactured 


Goods 110° 622 822 1,222 1,703 1,448.2% 


Coffee beans 707 939 772 989 1,243 75.8 


Soluble Coffee nil 43 50 68 99 = 


Soybeans 7 27> 24 1127494 (6,957.4 
Raw Sugar il Ai ey SL 455 . 698.2 ; 
Iron Ore 103 209 . 237, 232 363 252.4 
Raw Cotton 96 154 137 189 201 109.4 
Meats 24 82 99 169 149 520.8 
All Exports 1,595 2,739 2,904 3,991 6,198 288.6% 


(Based on figures supplied by Bank of Brazil.) 
(1973 figures estimated.) 


of food items in order to restrain price 
rises on the home market. 


Capital Market 

The Brazilian capital market developed 
very differently for the fixed and the 
variable income securities. The market 
for equity investments showed a weak 
performance, remaining sluggish or in 
decline throughout most of the year. 
Fixed income securities, by contrast, 
showed strength In all market sectors. 
Although there was no lack of re- 
sources in the national financial 
system, there was a lower level of con- 
fidence in stock purchase and a slow 
turnover of equities in the leading 
stock exchanges. A number of incen- 
tives were made available in August to 
encourage individuals to invest in new 
stocks, debentures, mutual funds and 
real estate. The financing of business, 
in the conditions of 1973, relied 
heavily on short- and medium-term 
bank loans and debenture issues. 


Foreign Trade and the Balance of 
Payments 

Brazilian exports in 1973 rose by 53% 
to $6.2 billion, with gains extending 
over a wide front, particularly In 
manufactured goods. High world 
prices and increased volume of exports 
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account for the larger returns from 
coffee, soybeans, sugar and cocoa. 

The value of manufactured exports rose 
by 65%, as Brazil’s products broaden- 
ed their place in world markets. 


Imports also rose, notably in capital 
equipment, non-ferrous metals, chem- 
icals, crude petroleum and wheat. 

The commodity balance of interna- 
tional trade showed a slight surplus. 
The heavy capital inflow was the 
dominant influence in raising the level 
of foreign exchange reserves from 
$4.2 billion at the end of 1972 to $6.3 
billion at the end of 1973. 


Outlook for 1974 

The broad policy objectives of the 
Government continue to seek a real 
economic growth of around 10%, the 
holding of inflation to the 1973 level or 
less, and a further export increase of 
20%. This will require a continuation 
of the strong capital investment trends 
of recent years, with new private capi- 
tal and reinvestment playing a large 
role. The realization of these objectives 
is dependent on a return to more nor- 
mal trade and capital market condi- 
tions in the industrialized countries, 
and a resolution of the petroleum price 
and supply problems. 
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Review of Operations 1973* 


Earnings 


Consolidated net income for 1973 
amounted to $104.0 million ($4.06 
per ordinary share), before gains on 
exchange of $24.5 million ($0.96 per 
ordinary share). This compares with 
$90.6 million ($3.54 per ordinary 
share) for 1972 before gains on ex- 
change of $6.8 million ($0.26 per 
ordinary share). During the year the 
Company received all dollar amounts 
from Brazil to which it was entitled 
under the legislation governing 
remittances from that country. 


The contribution to consolidated in- 
come by sources and currencies is 
summarized on page 6, and the 


Corporate Structure chart is on page 13. 


The components of income (i.e. 
electric utilities, financial services and 
trading, natural resources, etc.) are 
reviewed and discussed in the sections 
which follow. 


Electric Utilities 

Brazil 

Net electric utility income of Light in- 
creased by $19.9 million from the 
$87.1 million reported in 1972 to 


*The Company’s financial statements are 
expressed in United States currency and all 
references to dollars in this Review are to 
United States dollars unless otherwise indicated. 


$107.0 million in 1973. Net electric 
utility income of Light is made up 
as follows: 


$ millions 
1973 IOW2 
Electric utility 
income . 2 OO Nie moO ley 
Foreign exchange 
adjustmentst 16.9 5.4 
S107; Seto al 


The major components of the increase 
are as follows: 


$ millions 
Increase in allowable remu- 
neration due to growth in 
rate base $18.1 


Variation on translation of 

recoverable items into 

dollars cece Whe ae i 
Increase (net) in other ex- 

penses not recoverable in 


rates See (3.4) 
Interest expense (net) .  . 23 
Equity of minority 

shareholders , (555) 
Income and withholding taxes _(4.9) 

8.4 
Foreign exchange adjustments 11.5 
$19.9 


{See detailed comments on page 12. 


Electric Energy Sold 
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The Company received $23.7 million 
from Light in dollars in 1973 on 
account of income, an increase of 
10.9% from the $21.4 million 

received in 1972. These moneys 
represent mainly the net tax-paid 
dividends and interest income received 
from the electric utility. 


Light sold close to 48% of the total 
electric energy consumed In Brazil in 
1973, and maintained Its position as 
the largest power-distributing com- 
pany in the country. Over 24.9 

billion kilowatt hours of electricity 
were sold, an increase of 11.4% over 
the 22.4 billion kilowatt hours record- 
ed in 1972. Industrial consumption 
increased by 14.7% during the year, 
accounting for almost 64% of the total 
kilowatt hours increase, and repre- 
sented over 51% of all sales in 1973. 
During the past five years the industrial 
component has grown at a compound 
annual growth rate of 12.2%. 


Residential sales rose by 9.4% to over 
5.4 billion kilowatt hours, while 
commercial sales experienced an 
11.1% increase to 4.1 billion kilowatt 
hours. 


By year-end Light was serving 3.7 
million customers (3.5 million in 
1972), and the peak load for the 


system reached 4,877.5 megawatts in 
December, an increase of 11.7% over 
the previous year’s peak. 


Light has not increased its generating 
capacity since 1963, when It account- 
ed for almost 37% of the installed 
capacity in Brazil. Since that time the 
Government has assumed responsi- 
bility for new generating facilities. 
Total national generating capacity 
increased from 6,355 megawatts In 
1963 to 15,763 megawatts in 1973, 
an increase of 148%. 


It is anticipated that installed generat- 
ing capacity will increase a further 
50% to 23,573 megawatts by the end 
of 1976. The foresight and planning of 
the Brazilian Government in Its 
program of developing generating 
capacity assures that the electric utility 
companies will have sources available 
to meet the anticipated demand for 
electricity. 


Over the years Light has been pur- 
chasing an ever-increasing proportion 
of its energy requirements from the 
Government-owned utilities (61.7% 
in 1973) and has been concentrating 
its capital expenditure programs on 
the installation of distribution and 
transmission equipment and facilities. 


In 1972 Light embarked on a five-year 
capital expenditure program which 
placed a strong emphasis on improv- 
ing the quality of service while meeting 
the demands of growth. Light's 
investment in new plant and equip- 
ment in 1973 amounted to $123.2 
million ($98.7 million in 1972). 


The five-year forecast of capital ex- 
penditures for the 1974-1978 period 
is currently being updated and present 
indications are that the revised plan 
will be in excess of $1.2 billion. 


Approximately 48% of the total divi- 
dends payable to the Company from 
Light are currently remittable in dollars, 
and the balance is payable in cruzeiros. 
The reinvestment of the cruzeiro divi- 
dends, combined with internally 
generated funds, will comprise a 
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significant proportion of the amount 
required for the five-year capital 
program. 


As mentioned in previous annual 
reports, a Government Commission 
has been charged with determining 
the physical existence and the mone- 
tarily corrected cruzeiro cost less 
applicable depreciation of Light's 
plant in service. The Commission has 
completed its work and filed its report 
with the Ministry of Mines and Energy. 
In March, 1974 the Ministry approved 
the monetarily corrected cruzeiro cost 
of the plant in service net of deprecia- 
tion as at December 31, 1964, together 
with net additions at cost to Decem- 
ber 31,1972. These cruzeiro values, 
adjusted for subsequent monetary 
corrections, are approximately 0.3% 
lower than the equivalent book values 
in cruzeiros at December 31, 1972. 


Electric income from January 1, 1965 
may be subject to adjustment in future 
rates to reflect the effect of these 
findings, but it is not anticipated that 
the result thereof will be material. 


Pages 34 and 35 contain comparative 
consolidated income statements 

for each of the years from 1965 to 
1973, together with selected operating 
Statistics. 


Canada 

In 1973 the Company acquired Great 
Lakes Power Corporation Limited of 
Sault Ste. Marie, Ontario (“GLP”) for 
Can. $36.7 million. Subsequent to the 
acquisition, its corporate structure was 
reorganized in an arrangement where- 
by GLP exchanged its shares and 
notes for substantially all of the 
Company's Canadian assets. 


The electric utility operations of 

GLP continue to be carried on by Its 
wholly-owned subsidiary, Great Lakes 
Power Company Limited. The electric 
utility results have been included tn 
income as from July 1, 1973. Net 
income for the six months ended 
December 31, 1973, before interest 
costs applicable to its acquisition, 
amounted to $2.4 million. 


Financial Services and Trading 
Brazil 

Banco Brascan continued to develop 
its range of investment banking ser- 
vices In 1973. Banco Brascan provides 
its clients with management advice 
and is directly involved in the areas of 
lending and the money market. A 
subsidiary, Crefinan, is engaged in 
consumer credit financing, and to- 
wards the end of 1973 another sub- 
sidiary began operations in the 
business of machinery and equipment 
leasing. 


Total financial service income 
amounted to $6.4 million, an increase 
of $0.4 million over the $6.0 million 
reported in 1972. 


At December 31, 1973 the outstand- 
ing value of loans granted amounted 
to the equivalent of $57.4 million. 


In 1973, effort was devoted to 
strengthening the trading operation in 
Brazil. It is anticipated that the Rio de 
Janeiro office, which was established 
in 1972, will contribute to the growth 
of exports of Brazilian products In 
future years. 


Canada and other 
During the year a financial services 
office was opened in Geneva. 


The Trading Group will concentrate on 
developing markets for Canadian and 
Brazilian goods through the co- 
ordination of the efforts of the trading 
offices (Toronto, Rio de Janeiro, 
London, New York, Tokyo and Osaka). 


Natural Resources 

Brazil 

Brazil is a leading supplier of iron ore 
and manganese, and is developing 
large reserves of bauxite, cassiterite 
and nickel. Improved access to the 
interior will certainly lead to new 
mineral discoveries, and the Com- 
pany’s Brazilian mineral exploration 
company, Promisa, is actively 
engaged in prospecting. 


Subsequent to the year-end, Promisa 
acquired control of a producing tin 


property, Jacunda, located in the 
Territory of Rondonia. 


Canada 

Brascan Resources Limited, the Com- 
pany’s natural resource subsidiary, has 
for the past several years been building 
its exploration and development 
potential. During that time a com- 
petent and qualified staff has been 
recruited. 


In 1973, Western Minerals Ltd. of 
Calgary, Alberta, an operating oil, gas 
and mineral company, was acquired 
tor Can. $32.5 million. 


The organization of Brascan 
Resources is comprised of three major 
Operating divisions: 


Petroleum Division 
During the year Brascan Resources 


participated in a total of 84 gross wells, 


40 of which ran casing for completion 
as producers. Sixty-one of the gross 
wells were drilled in continuation of 
the central Alberta shallow gas well 
program, 30 of which were successful. 
A portion of these reserves has been 
contracted for market. 


In Northern Alberta, a gas condensate 
discovery at Botha Is being actively 
followed up, with five additional 
exploratory wells scheduled for 
drilling during the 1973-74 winter 
season. 


At December 31 the company had 
proven and probable gas reserves 
estimated at 565 billion cubic feet 

of gross raw gas. Crude oil reserves 
were 5.9 million barrels proven and 
probable. Most of the crude oil produc- 
tion is in the form of royalty, which is 
free of operating costs and unaffected 
by rising crown royalties and reserve 
taxes. 


As a result of the acquisition of 
Western Minerals, Brascan Resources 
acquired an additional interest in 
893,356 gross acres in the Arctic. The 
majority of these lands are farmed out 
to Panarctic Oils Ltd., and two dry 
holes were drilled on the farmout lands 
during 1973. 


The company also acquired via 
Western Minerals an interest in 
1,760,000 gross acres of petroleum 
and natural gas rights in the Yukon. 
Proven and probable oil and gas 
reserves had previously been delinea- 
ted on these properties through expen- 
ditures by other operators. This large 
block Is in close proximity to the 
proposed route of the gas pipeline from 
the Mackenzie Delta and further 
exploration and development on these 
lands is dependent to a large degree on 
pipelines and markets. 


Off the coast of Labrador, drilling was 
conducted by another operator 35 
miles east of the 753,404 acre Hope- 
dale block in which Brascan 
Resources holds a 14.8% working 
interest. Further drilling and evaluation 
is programmed in the area by the same 
company in 1974. 


In southwestern Ontario, geological 
and gravity surveys were completed 
during the year on our 10,000 net 
acres. 


The 15% equity interest in Elf Oil 


Exploration and Production Canada Ltd. 


was fully acquired by your Company 
on January 2, 1974, by payment of the 
final instalment of Can. $8 million. In 
the high Arctic, Elf’s gross acreage 
holdings are 27,929,917 acres. During 
1973 two new gas discoveries by other 
companies in the eastern Arctic in- 
creased interest in the Ellef Ringnes 
Island acreage. Seismic farmout 
options were consummated at South 
Ellesmere, and drilling was conducted 
in the tertiary basin of Romulus. In the 
western Arctic, the Elfex partnership 
was created and this group drilled two 
unsuccessful wells on Prince Patrick 
Island. Two additional sites on Banks 
Island are to be drilled during the 
1973-74 winter season. 


On the mainland in the vicinity of 
Anderson Plain, two dry tests were 
drilled, and exploration work was 
carried out in the Mackenzie Delta. Elf 
holds 4,194,521 gross acres in these 
areas. 


In the Hudson Bay area where Elf 
holds 19,457,005 gross acres, com- 
pletion of the Walrus well and addi- 
tional drilling will be carried out 
Guning O74: 


In the East Coast offshore area, where 
Elf holds an interest in 4,297,618 gross 
acres, a farmout has been consum- 
mated on a portion of the lands to a 
group of companies who have earned 
an interest by drilling. Following the 
completion of the first hole, these 
companies will have an option to drill 
a second well. 


On Elf’s approximately 2,000,000 gross 
acres of land in the Western Provinces, 
14 gross wells were drilled, five of 
which were successful. 


Elf’s overall holdings of oil and gas 
rights accumulated over the past de- 
cade total some 23 million net acres in 
approximately 57 million gross acres. 


On the 14,197,690 gross acres held by 
Magnorth Petroleums Limited, in 
which Brascan Resources has a 

12.3% equity interest, 3,300 miles of 
additional marine seismic exploration 
was carried out by Norlands Petroleums 
Limited during the 1973 summer 
season. Norlands, through the expend- 
iture of approximately Can. $10 mil- 
lion, has the right to acquire a 25% 
interest in Magnorth’s acreage, with an 
option to increase this interest to 50% 
with a further expenditure of Can. $26.6 
million. 


Minerals Division 

A total of 11 exploration projects for 
copper-molybdenum, lead, zinc and 
silver were carried out in 1973 in 
British Columbia and the Yukon, and 
further exploration is planned in 1974. 


In Eastern Canada exploration projects 
were conducted for copper, silver, lead 
and zinc, and it is planned to expand 
the scope of the investigation of 
certain of these projects in 1974. 


Coal and Industrial Minerals Division 
Through the acquisition of Western 
Minerals, Brascan Resources receives 
payments in respect to the Alberta 
Wabamun coal reserves. Prior to the 
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Brascan acquisition, Western Minerals 
sold the coal rights for a Can. $19.7 
million long-term purchase obligation. 


The major coking coal project in which 


the company is involved is Sukunka, 
located in northeastern British 
Columbia. Development of the com- 
pany’s investment is contingent upon 
the result of negotiations with the 
British Columbia Government and the 
determination of port, loading and rail 
facilities. In the interim, activity at the 
mine has been suspended, but under- 


ground workings are being maintained. 
Expenditures incurred to December 31, 


1973 on development mining amount- 
ed to $8.5 million ($3.9 million in 
1973) and have been deferred. 


A 25% interest was acquired in Austen 
& Butta Limited in 1973 for Can. $3.4 
million. Austen & Butta operates coal 
mines in Australia and is participating 
in Sukunka through Coalition Mining 
Limited, the operator of the project. 


Tourism and 

Real Estate Development 

Brazil 

Real estate development is one of the 
most profitable areas of investment in 
Brazil and the Investment Group has 
been actively developing plans in 
this sector. 


Gavea Hotelaria e Turismo 


The $141 thousand in income represents 


interest On moneys advanced In con- 
nection with the hotel being construc- 


ted on Gavea Beach in Rio de Janeiro. 


The 500-room Hotel Inter-Continental 
Rio, owned by Gavea Hotelaria e 
Turismo, is scheduled for completion 
in July, 1974. 


Parati 

The conceptual and design phase for 
an ocean-front resort is nearing 
completion. 


Consumer Goods and Services 
Brazil 

Income increased $7.2 million to $5.0 
million in 1973 from the $2.2 million 
loss reported in 1972. 


$ millions 
1973 1972 


Fabricas Peixe’ © ~~. —S(03)" $(2.2) 

Equity interest in the 
income of corporate 
joint ventures 
Skol-Caracu . 
Swift-Armour S.A. 


Interest income 
Skole@aracu 


Foods and Beverages 


Fabricas Peixe 


Peixe, with its lines of tomato products, 


juices, fruits, vegetables and pre- 
serves, IS aggressively increasing its 
market share and results of operations 
improved significantly during the year. 
The improvement was achieved in 
spite of production curtailments neces- 
sitated by a serious shortage of 

tin plate. 


During 1973 acreage was allocated to 
a new tomato variety. Increased acre- 
age will be devoted to this new strain 
in 1974 as a result of the excellent 
productivity and high quality indus- 
trial yields which were achieved. 


Skol-Caracu 

Early in 1973 the Company's Brazilian 
Investment Group and John Labatt 
Limited participated, on a 60/40 basis, 
in acquiring a 50% interest in a 
brewing joint venture company, with 

a prominent Portuguese group owning 
the remaining 50% interest. The joint 
venture owns 58% of the voting con- 
trol of Skol-Caracu. 


Skol-Caracu operates five breweries 
and ranks third in sales in Brazil. A 
new brewery In Brasilia is scheduled 
to commence production in 1974. 


During 1973 total industry production 
increased 15% to an estimated 11.2 
million hectolitres (9.9 million barrels). 
In the same period Skol-Caracu’s 
production increased 35.4% and the 
company achieved a 10% share in the 
Brazilian beer market. 


Swift-Armour S.A. 
In December, 1972 the Investment 
Group participated on a 45/55 basis 


with the Brazilian Group CAEMI in 
acquiring a 92% interest in Swift- 
Armour S.A. 


Swift-Armour is the largest meat 
packer and beef exporter in Brazil, 
where it operates three slaughter- 
houses, canning facilities and several 
cattle ranches. Export sales, including 
frozen cooked beef and canned corned 
beef, amounted to more than $78 
million for Swift-Armour in 1973, 
while sales in the domestic market 
totalled $90 million. Government 
supply and price control permitted a 
favourable product mix in 1973, and 
while earnings were well ahead of 
plan, it is forecast that 1974 profits will 
be somewhat lower. 


Eucatex S.A. and Aracruz S.A. 

Brazil possesses the world’s largest 
natural reserves of hardwood forests, 
and soil and climatic conditions favour 
the rapid growth of many species. 
Forestry projects have been encourag- 
ed by the Government through the 
granting of fiscal incentives. The Com- 
pany’'s Brazilian Investment Group 
participates in the wood products 
industry and forestry projects through 
its investments in Eucatex S.A. and 
Aracruz S.A. 


Gomes da Costa 

With more than 4,600 miles of coast- 
line and an abundant supply of fish, 
Brazil has been developing its fishing 
industry to meet both domestic and 
external demand. 


Brazil is the world’s largest supplier of 
sardines with a production of approxi- 
mately 150,000 tons in 1973. Subse- 
quent to the year-end, an agreement 
was reached whereby the Investment 
Group acquired a 71% interest in 
Gomes da Costa, a leading sardine 
canner. 


Dividends and Profits 

on Sale of Shares 

Brazil 

Dividends and profit on the sale of 
shares increased to $4.0 million from 
the $1.2 million earned in 1972. 


da 


$ millions 
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Dividends SO 7e S202 
Profits on sale of 

shares is «7 yl 6.2 re 

$4.0 $1.2 

During the year the Company sold its 


shares in Celanese do Brasil for $5.0 
million, since this investment was not 
consistent with the Company's long- 
term investment objectives. 


Canada 


Dividends and profits on sale of shares 
were as follows: 


$ millions 
Oe 1972 
Dividends 
John Labatt 
Limited S27 bese oe) 
Hudson's Bay 
Compania 6 BS 
Other | 
Profit on sale of 
shares 5 ON 
SS. S Bue 


John Labatt Limited 

Labatt, a Canadian management hold- 
ing company, is Canada’s largest 
brewer and a leading Canadian 
producer of wines, confectionery, 
consumer foods and industrial grain 
products. Its business continues to 
expand, and sales for the nine months 
ended January 31, 1974 totalled 

Can. $457.5 million, an increase of 
Can. $67.6 million over the nine 
months ended January 31, 1973. Net 
income for the period amounted to 
Can. $17.0 million, or Can. $1.62 per 
share. The comparable figures for the 
same period last year were Can. $14.6 
million, or Can. $1.37 per share. 


Brascan has a 31.4% interest in the 
common shares of Labatt (24.4% 
on a fully-diluted basis). 


Hudson's Bay Company 

Hudson's Bay, in which Brascan has a 
6.6% interest, is one of Canada’s largest 
retailers and in addition has interests in 
fur, property development, oil and gas. 
Its business continues to grow, and for 


AZ 


the last completed fiscal year, January 
31,1974, had a profit of Can. $17.6 
million or Can. $1.29 per share. Profit 
was Can. $15.7 million (Can. $1.16 per 
share) in the previous year. 


During the year Hudson's Bay acquired 
a 64.1% interest in Markborough 
Properties Limited, a real estate 
development company. It also acquired 
a 35% interest in Siebens Oil & Gas, a 
Canadian exploration and development 
company with diversified land holdings 
in Canada, the North Sea and else- 
where. As part of this transaction, 
Hudson's Bay merged its Canadian 
mineral rights with Siebens’. 


Interest Under Telephone 
Sale Agreement 
Brazil 


Maturing interest and principal 
instalments under the Brazilian 
Government-guaranteed obligations, 
covering the unpaid balance of the 
sale price of the telephone utilities, 
were remitted in full in 1973. 


Corporate Expenses 


The $5.3 million increase in corporate 
expenses Is principally attributable to 
interest on the bank indebtedness 
associated with the acquisitions of 
Great Lakes Power and Western 
Minerals. 


Foreign Exchange 


Foreign exchange adjustments 
amounted to $24.5 million ($0.96 per 
share) in 1973, an increase of $17.7 
million ($0.70 per share) over the 
comparable figure for 1972. 


$ millions 
1973 1972 
Interest-bearing 
assets and liabilities 
in Brazil: 
[Eielinne” S150) Se 2.6 
Othercompanies. 82 4.1 
24.1 6.9 
Other assets and 
liabilities : 
iColhieme RS a) 2.6 
Other companies. (.b) 7) 
$24.5 $ 68 


The major portion of the increase re- 
lates to adjustments on the net 
interest-bearing assets in Brazil 
($17.2 million). Such assets entitle the 
holder to receive not only interest, but 
also a monetary adjustment (either 
express or implicit), to compensate for 
internal inflation. As explained in the 
summary of accounting policies, the 
excess of such monetary adjustments 
received, over the external devaluation 
of the related cruzeiro assets, is shown 
as foreign exchange adjustments. 


In 1972 the external devaluation of the 
cruzeiro relative to the United States 
dollar amounted to 9.3% while the 
comparable figure for 1973 amounted 
to only .1%. Accordingly, in 1973 the 
foreign exchange adjustments on 
interest-bearing net assets represented 
virtually all of the monetary adjustment 
received thereon. 


The magnitude of the net foreign ex- 
change gain is attributable, in large 
measure, to the February, 1973 
devaluation of the United States dollar. 


Research and Development 


In spite of rapid growth In recent years, 
the North and Northeastern regions of 
Brazil still lag far behind the rest of the 
country in per capita income. 


Recognizing that agribusiness offers 
an opportunity for better paid employ- 
ment for the population in the area, 
Brascan Nordeste, the research 
foundation created by Brascan In 
1972, is fostering practical research in 
this area. Its manioc research in co- 
operation with the University of Bahia 
has attracted world-wide attention; 
smaller projects to increase productiv- 
ity of corn and onions, adapted to the 
conditions of the area, are underway. 
Projects in tropical fruit and fishing 
are now being evaluated. 
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Hrascan AND SUBSIDIARY COMPANIES 


Financial Review 1973* 


The consolidated financial statements of the Company 
and its subsidiaries, together with the related Auditor's 
Report to the shareholders, appear on pages 17 to 31 
of this review. Light's comparative summary of income 
and operating statistics for each of the years since 1965 
is set out on pages 34 and 35. 


The form and content of the Financial Review have been 
altered this year. The section on earnings has been in- 
corporated into the main body of the annual report, in 
the Report on Operations. 


Translation of Cruzeiros to Dollars 

Cruzeiro revenues and expenses were translated into 
dollars in 1973 at the average free market exchange rate 
for the year Cr$6.13 (Cr$5.93 in 1972) except for depre- 
ciation which was translated at the same rate as that used 
for the translation of the related assets. During the calendar 
year 1973 the cruzeiro was devalued by 0.1% from 
Cr$6.215 at the beginning of the year to Cr$6.220 at the 
year-end. 


Cruzeiros per Dollar Annual Devaluation % 


Average Average 
Free Rec 

Market Dec. 31 Market Dec. 31 
Year Rate Rate Rate Rate 
1964 129 i285 55.3% 302176 
1205 1,90 oD, 32s 16.7 
1966 ae 22 14.2 S72 
1967 2.69 Buel. 17.4 (heyy 
1968 3.47 3.05 22.6 eee 
{slew 4.11 4.35 oad 20) 
kG) 4.59 4.95 10.4 ies 
WTA 5.30 5.64 13.4 oe 
ta7 2 opis) O22 10.6 She 
H973 Oslo 6:22 oe ai 


Consolidated Balance Sheet 

Working Capital 

Details of the changes in working capital are indicated 
on the Statement of Consolidated Current Assets and 
Liabilities. 

“The Company's financial statements are expressed in United States 


currency and all references to dollars in this Review are to United 
States dollars unless otherwise indicated. 
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Canada and other 

Deposit receipts 

The increase in deposit receipts is principally attributable 
to the proceeds arising from the Deutsche mark bond 
issue. 


Brazil 

/nterest-bearing secured loans 

The December 31, 1973 balance of $57.3 million repre- 
sents an increase of $27.3 million from the comparable 
figure reported in the prior year. The increase is attributable 
to new business generated by Banco Brascan and the 
transfer of the current portion of interest-bearing secured 
loans from other assets. 


Accounts payable and accrued charges 

Two items in Light accounted for $22.1 million of the 
$33.4 million increase in the year-end balances of ac- 
counts payable and accrued charges. Accrued purchased 
power costs were $11.8 million higher than the previous 
year’s balance, while the surplus of allowable revenues 
(excess of billings to customers over the cost of service) 
increased by $10.3 million. 


Investments 

Canada and other 

Shares of Canadian companies at cost ($57.5 million) 
shown in the consolidated balance sheet consist of the 
Company's holdings in John Labatt Limited and Hudson’s 
Bay Company. The quoted market value at the year-end 
of these investments was $85 million compared with $106 
million at the end of 1972. 


The shares of Canadian companies at cost (no quoted 
market value) consist primarily of the holdings in Elf Oil 
Exploration and Production Canada Ltd. The increase 
represents the January 1973 payment of the fourth instal- 
ment of Can.$8 million for this investment. The last instal- 
ment was paid in January 1974. The equivalent of the cost 
to the Company of these holdings is being used by Elf, in 
part, to finance its drilling and exploration program, and a 
substantial portion of this contribution to Elf’s expendi- 
tures on that program is being renounced in favour of 


Brascan Resources Limited and is thus available as an 
offset against such taxable income as may arise from the 
latter's operations in the future. 


The increase in other investments represents the Can.$3.4 
million cost of the 25% interest in Austen & Butta Limited, 
Australia. 


Brazil 


Shares and debentures at cost less amounts written off 


$ millions 
1973 1972 
Portfolio of listed securities 
ENCMCEDEHIUIES: 24... cuivacs <n ccs $ 46 S Ay 
Shares In state power companies....... 4.2 4.2 
Other equities (principally F.N.V., Garcia, 
Eucatex, Brinks and Celanese do 
STR he eo ee ais ea 7.6 10.0 
$16.4 $18.9 


The interest in Celanese was sold during the year. 


Shares of and /oans to corporate joint ventures on the equity method 


$ millions 
IOVS 72 
Sait 924 Tae (el eis) A eee ee a ee $19.8 $14.2 
STILE aN aC emer cwtpes aro, 9, Be say dy eh Ag ae ae 0 4.0 
Peieh a ea eh py en tg 3 
Soul $18.2 


Other Assets 

Canada and other 

Long-term receivable 

Prior to its acquisition by Brascan, Western Minerals sold 
certain rights to the Alberta Wabamun coal reserves for a 
Can. $19.7 million long-term purchase obligation. 


At December 31, 1973 the account receivable of Can. 
$19.2 million was shown at its discounted value of $5.9 
million, based on an assumed interest rate of 8%. During 
the year the Company received an instalment payment of 
$225 thousand. 


Brazil 

/nterest-bearing secured loans 

The balance at December 31, 1973 represents a reduction 
of $10.6 million from the previous year. Essentially, this 


reduction reflects a transfer to the current assets grouping 
and recognizes the fact that these loans will mature in 1974. 


Property, Plant and Equipment 

Details of such balances are shown on the Statement of 
Consolidated Property, Plant and Equipment, in the finan- 
cial statements. 


The unrealized balance of the Brazilian gas company 
assets continues to be carried at book value, pending 
determination by the courts of the compensation payable 
thereon. 


Long-Term Debt 
The changes in long-term debt are set out in the State- 
ment of Long-Term Debt. 


Canada and other 

The balance of the medium-term bank indebtedness, 
incurred to finance the purchase of Great Lakes Power and 
Western Minerals, was reduced to $24 million in January 
1974 through the application of the equivalent of $15 
million of the proceeds from the Deutsche mark bond 
issue. 


In February 1974, a Can.$25 million loan was arranged, 
repayable 1975-1980, and the proceeds of this loan were 
employed to complete the retirement of the medium term 
credit. 


As a result of the inclusion for the first time of Great Lakes 
Power Corporation Limited in the consolidated financial 
statements of the Company, the outstanding debt of the 
former is shown on the statement of consolidated long- 
term debt. 


Brazil 


During 1973 Light arranged the following loans: 


$ millions 
International Bank for Reconstruction and 
Development (World Bank)................ $20.0 
Export Development Corporation of Canada...... 26.5* 
AgCanadian chartered banks, 2 s..4.. won wo wee. 4.5* 


Drawdowns under these loans will commence in 1974. 


*Canadian dollars 


ies 


Capital 

At December 31, 1973, 11.3% of the Company’s ordinary 
shares were represented by bearer share warrants, in- 
cluding fractional parts of shares resulting from stock 
dividends which were not converted into whole shares. 
(10.8% in 1972). 


The geographical groupings of the registered shareholders 
at December 31 were as follows: 


1978 1972 
Canadats he tiene i eee 55.2% 50.5% 
WinitedhS tates aunemen ae ee eee 839) 7! 46.2 
Wis eee aye Meli(swem enim Bon. oh Arak Gn s Seo DW 
Oihemcouin iil eSeea ewes eae ike} 6 


100.0% 100.0% 


Shareholders’ Equity per Ordinary Share 


In order to permit dividends to be paid out of certain defined 
portions of retained earnings, resulting in a different Cana- 
dian tax treatment when such dividends are received by 
shareholders, Supplementary Letters Patent were obtained 
in December 1973 redesignating the existing ordinary 
shares and providing for the creation of a new class of 
ordinary shares. Both classes of ordinary shares are con- 
vertible one to the other. Details of these changes in capital 
are contained in Note 16 of the Notes to Consolidated 
Financial Statements. 


Shareholders’ Equity 
Shareholders’ equity amounted to $918.4 million or 


$35.86 per share at the end of 1973 compared with 
$815.5 million ($31.83 per share) at December 31,1972. It 
was employed, on a per share basis, in the following areas : 


O72. 
Canada Canada 
Brazil and other Total Brazil and other Total 
Electric utilities $ 22.74 $ 1.67 $ 24.41 $ 20.58 See aif) Se2O 7 
Financial services and trading .. . 3.33 oe 3.55 2.41 dGy: 2.48 
Tourism and real estate development . .21 “7H | igh ST 
Natural resources 3.74 3.74 1.86 1.86 
Consumer goods and services. . . . 1.52 2.25 3.77 .86 225 Oni 
27.80 7.88 35.68 24.02 4.37 28239 
Other corporate assets 
Brazilian government- 
guaranteed obligations. . ... . 2.50 2.50 2100 2.63 
Long-term debt and 
bank indebtedness (3.94) (3.94) 
Net current assets and other 1.62 1.62 81 81 
Total (per ordinary share) $ 30.30 $ 5.56 $ 35.86 $ 26.65 Saoel $ 31.83 
Total ($ millions) $ 776.1 $ 142.3 $ 918.4 $ 682.8 Sy even 3: C029 
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Hrasean AND SUBSIDIARY COMPANIES 


LIMITED 


Summary of Accounting Policies 


A summary of the Company’s major accounting policies is 
presented below to assist the reader in evaluating the 
financial statements and other data contained in this report. 


Basis of consolidation 


The consolidated financial statements include the accounts 
of the Company and all its majority-owned subsidiaries. 


Basis of accounting for non-consolidated long-term 
intercorporate investments 


The Company accounts for its investments in corporate 
joint ventures (all of which were acquired in late 1972) on 
the equity method. Under this method the Company’s in- 
vestment in such companies is carried on the balance sheet 
at cost plus its share of undistributed earnings. The Com- 
pany’s share of the annual net earnings of these companies 
is reflected currently in income rather than when realized 
through dividends. It is the Company’s policy to carry the 
excess of purchase price over the underlying net book 
value of an investee’s assets at cost until such time as its 
value is estimated to be permanently impaired. 


The Company's policy is to carry its investments in non- 
effectively controlled companies (other than corporate 
joint ventures) at cost or, where it is estimated that there 
has been a loss in value other than a temporary decline, at 
cost less amounts written off in recognition of such loss in 


value. 


Translation of foreign currencies 

The Company's financial statements are expressed in 
United States currency. Assets, liabilities, revenues and 
expenses in currencies other than United States dollars 
have been translated into United States currency as follows : 


(a) Current assets and current liabilities at the rates of 


exchange prevailing at the balance sheet date ; 


(b) Long-term debt at the rates of exchange prevailing 


when the proceeds were converted ; 


(c) Other assets and liabilities at the rates of exchange 


prevailing when they were acquired or incurred ; 


(d) Revenues and expenses at average official free market 
exchange rates for the period (or rates closely approxima- 
ting these) except for depreciation and depletion provi- 
sions, which are at the rates used for the translation of the 
related assets. 


When the cruzeiro is devalued relative to the United States 
dollar during the year, the application of the above transla- 
tion procedures gives rise to exchange losses (with respect 
to cruzeiro assets) and exchange gains (with respect to 
cruzeiro liabilities). The net amounts of such gains and 
losses, together with similar adjustments with respect to 
other currency balances held by the Company or its sub- 
sidiaries, are shown as foreign exchange adjustments on 
the statement of consolidated income. 


Certain short-term interest-bearing assets in Brazil entitle 
the holder to receive not only interest but also a monetary 
adjustment to compensate for internal inflation. In order to 
treat similar assets in a consistent manner, the Company’s 
policy is to segregate a monetary adjustment component on 
all short-term interest-bearing assets and liabilities in 
Brazil. Such monetary adjustment components are usually 
offset to a greater or lesser extent by the external devalua- 
tion of the cruzeiro relative to the United States dollar and 
the resulting net adjustment is shown separately on the 
statement of consolidated income as foreign exchange 
adjustments on interest-bearing assets and liabilities. In 
1973 the extent of the offsetting external devaluation 
of the cruzeiro relative to the United States dollar was 
substantially less than in prior years and the resulting net 
adjustment (monetary adjustments received less related 
devaluation) was accordingly significantly higher. 


Income and withholding taxes 


The Company's general policy is to account for income 
and withholding taxes on the tax allocation basis. Interest 
and dividend payments from subsidiaries in Brazil are sub- 
ject to regular Brazilian withholding taxes at the rate of 
25% and full provision has been made (in current liabilities) 
for such taxes at that rate on inter-company interest ac- 
crued and on subsidiaries’ earnings to the extent that dis- 


Me 


tribution of such earnings by way of cash dividends is 


anticipated in the following year. 


Utility operations— Brazil 

(a) Revenue recognition— 

The rate structure regulations, establishing what is known 
as “service at cost’, became effective in 1965. Service at 
cost involves setting customers’ rates for electricity at a 
level which will produce operating revenues sufficient to 
cover (i) operating expenses of the service, (il) provisions 
for depreciation and reversion (see below), (ili) the allow- 
able return on the rate base, and (iv) adjustment for prior 
years’ deficiencies and surpluses. 


The main components of the rate base are the year-end 
balance of plant in service (at depreciated net book value 
in cruzeiros monetarily corrected by annual co-efficients 
to offset the inflationary decline of the currency) and an 
allowance for working capital. 


Electric rates are established periodically based on antici- 
pated costs and sales volume for the coming tariff period 
and the estimated year-end rate base. These estimates are 
filed with the regulatory authority as part of the application 
for rate revision. New rates come into force after review of 
the application and approval or modification by the regula- 
tory authority. Because rates are based on estimates there 
will always be, in any one year, some surplus or deficiency. 
lf there is a surplus (i.e., when billings to customers exceed 
“service at cost’), this amount must be taken into account 
in establishing rates in subsequent years and is accordingly 
excluded from current operating revenues and income and 
deferred to such subsequent years. If there is a shortfall in 
revenues, the deficiency is only recoverable from future 
rates and is taken into income when received. 


(b) Depreciation and accumulated amortization— 


Depreciation has been provided at the rate prescribed by 
the regulatory authority (being approximately 3% of depre- 
ciable plant on a straight-line basis). 


The provision for amortization (accumulated prior to 1 953) 
may be required to cover part of the undepreciated cost of 
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certain utility properties upon their reversion or other trans- 
fer to conceding authorities. 


(c) Reversion— 


Regulations require that certain moneys (known as rever- 
sion moneys) generated by the rates (and computed at an 
annual rate of approximately 3% of gross plant) be paid on 
a current basis to Eletrobras, the federal power agency, to 
be used in partial settlement of the compensation upon 
ultimate reversion of the properties to the conceding 
authority and/or as a pool of funds to help finance electric 
utility expansion programs throughout Brazil. 


In 1971 and prior years, the regulations permitted the Com- 
pany’s electric subsidiary to deposit such reversion moneys 
(computed in the same manner) in a special bank account 
and subsequently to withdraw substantially all of them for 
investment in its capital assets, such capital assets forming 
part of the rate base on which the rate of return is calcu- 
lated. The cumulative amount of these withdrawals to 
December 31, 1971 is shown as accumulated reversion on 
the consolidated balance sheet. This accumulated rever- 
sion is not repayable, but does bear interest and would be 
deducted from the value of the utility assets upon reversion 
to the conceding authority. 


(d) Reversion interest— 


Regulations require that reversion interest at the rate of 10% 
be computed on accumulated reversion (see (c) above) 
after annual monetary correction and that such interest be 
paid on a current basis to Eletrobras. 


(e) Customers’ contributions for line extensions— 


Regulations call for certain plant and equipment costs to be 
borne by consumers with respect to line extensions or new 
connections. These costs are included in property, plant 
and equipment and the related billings credited to cus- 
tomers’ contributions for line extensions. Such contribu- 
tions are not repayable and do not bear interest but are 
deducted in determining the rate base for purposes of 
computing the annual allowable return thereon and its 
value upon reversion to the conceding authority. 


(f) Retirements— 


Profits or losses on disposal of utility property, plant and 
equipment are credited or charged to accumulated depre- 
ciation. 


(g) Materials and supplies— 


Utility materials and supplies are valued at cost, determined 
under the average cost method. 


(h) Allowance for interest on funds used in construction— 


An allowance for interest on funds used in construction is 
charged to construction work in progress and credited to 
income at the average rate for the year applied to the year- 
end balance of such construction, as prescribed by the 
regulatory authority. The average rate is computed as a 
weighted average of the interest rates on loan funds and 
the allowable rate of return (see (a) above) on internal 
funds employed to finance construction during the year. 


Electric utility operations—Canada 

(a) Depreciation— 

Depreciation has been provided on depreciable electric 
utility plant at a rate of 24% on a straight-line basis. 


(b) Retirements— 


Profits and losses on disposal of property, plant and equip- 
ment are credited or charged to accumulated depreciation. 


Natural resource operations 
(a) Oll and gas properties— 
The Company follows the full cost method of accounting 
whereby all costs associated with the exploration for and 
development of oil and gas reserves are capitalized and 
charged against income as set out below. Such costs in- 
clude land acquisition costs, geological and geophysical 
expense, carrying charges of non-producing property, costs 
of drilling both productive and non-productive wells, and 
overhead expenses related to exploration activities. The 
costs are accumulated in cost centres as follows: 

(i) Canada (excluding the Arctic) 

(11) Arctic 


(iii) Foreign areas 


Depletion is provided each year on costs accumulated in 
the Canada cost centre in the proportion that the year’s 
production of oil and gas bears to proven reserves (the 
composite unit of production method). Expenditures in- 
curred in the Arctic and in foreign areas are being deferred 
pending the results of exploration still in progress in each 
area. These costs will be depleted, by cost centre, on 
the basis of reserves discovered in each area, or written 
off to income if exploration activities in that area prove 
unsuccessful. 


(b) Oil and gas equipment— 
Oil and gas equipment costs are also depreciated on the 
unit of production basis. 


(c) Deferred mine development expenditures— 


All mine development expenditures incurred have been in 
connection with the Sukunka coal project and have been 
deferred as these activities are in the exploration and 
development stage. 


(d) Coal and mineral licences— 


No depletion has been provided on coal and mineral 
licences since activities are in the exploration and develop- 
ment stage. 


Other operations 
(a) Industrial inventories— 


Industrial inventories are carried at the lower of average 


cost or market. 


(b) Depreciation— 

Depreciation of equipment and other physical property and 
amortization of leasehold improvements are provided at 
various rates calculated to extinguish the related book 
values over their estimated useful lives. 


ie 
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Hrrascan AND SUBSIDIARY COMPANIES 


LIMITED 


Statement of Consolidated Income 
for the years ended December 31 
(Expressed in thousands of United States dollars) 


Electric utility—Brazil : 


Operating revenues (note 1) 


Operating revenue deductions— 
Purchased power . 
Fuel oil . : 
Salaries, wages and other sheraiing expenses . 
Depreciation . 
Reversion 


Operating income . 


Income deductions— 
Interest expense—net (note 1) 
Equity of minority shareholders : 
Income and withholding taxes (notes 1 and 2) 


Net income before foreign exchange adjustments 


Foreign exchange adjustments— 

On interest-bearing Investments 

Other . MELE. 
Net electric utility income Bet ane: 1) 


Investment and industrial operations (per statement attached) : 
Canada and other . 
Brazil . : : 
Net income before forenan Benanne adiucmente 


Foreign exchange adjustments— 
On interest-bearing assets and liabilities 
Other . ee, aes 
Net investment a aaaetial soertions income . 
Net income before general corporate expenses . 


General corporate expenses: 
Interest on long-term debt 
Other corporate expenses . 


Net income for year 


Average number (in thousands) of ordinary shares (Class A and 
Class B) outstanding for year ehh es 


Earnings per ordinary share 
Income before foreign exchange adjustments 
Foreign exchange adjustments . 
Net income for year . 


1973 


$625,409 


259,105 
5,046 
143,499 
28,921 
37,962 
474,533 
150,876 


6,783 
24,431 
29,550 
60,764 
90,112 


15,942 
917 
106,971 


7,714 
14,422 
22,136 


8,154 

(530) 
29,760 
136,731 


5,270 
2,916 
8,186 


$128,545 
25,613 


$ 4.06 
.96 
$ 5.02 


(See accompanying summary of accounting policies and notes) 


1972 


20 lOrlon 


202,634 
2,382 

tO Og 
ZOe1 TT. 
32,860 
383,822 
134,369 


9,073 
18,923 
24,632 
52,628 
81,741 


2,834 
2,545 
87,120 


5,681 
moh 
11,800 


4,080 

_ (2,678) 
13,202 
100,322 


2,002 
2,902 


$ 97,420 
25/612 


S 3.64 
a2G 
Je 3:00 


Hrascean AND SUBSIDIARY COMPANIES 


LIMITEO 


Statement of Consolidated Investment and Industrial Operations Income 


for the years ended December 31 


(Expressed in thousands of United States dollars) 


1973 1972 
Canada Canada 
and other Brazil Total and other Brazil Total 
Investment and industrial operations income by 
segment: 
Net income (loss) from (note 3): 
Electric utility—Canada . oe $ 2,409 $ 2,409 
Financial services and trading operations . ( 413) $ 6,368 5,955 (el 9 )ae > 20/049 oa e710 
Natural resources . eee Sy emt 259 ( 762) ( 503) CMO NG Pe Pale IG) 
Tourism and real estate development 141 141 108 108 
Consumer goods and services— 
Subsidiaries’ operations. : ( 312) (9312) (252.52 ea 22252) 
Equity in income of corporate joint 
ventures. stor ag aa Aas 5,338 5,338 
2,255 10,773 13,028 37 3,679 31 1.6 
Dividends and profits on sale of shares... . . 3,732 4,007 7,739 3,304 1,186 4,490 
Interest under telephone sale agreement . 3,833 3,833 4,033 4,033 
Other interest income 2,509 2,509 2,340 2,340 
8,496 18,613 27,109 5,681 8,898 14,579 
Expenses not aliocated by segment: 
Income and withholding taxes . ( 782) (1,877) (2,659) (17003 )5 les o3) 
General administrative expenses (2,314) (2,314) (ig 2i0) eee lee) 
7,714 14,422 22,136 5,681 6,119 11,800 
Foreign exchange adjustments : 
On interest-bearing assets and liabilities . 8,154 8,154 4,080 4,080 
Other. ( 20) ( 510) ( 530) (25829) 92649) 22673) 
$ 7,694 $22,066 $29,760 S) ,052 re) 7,000) ods, 202 


(See accompanying summary of accounting policies and notes) 
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Hrasean AND SUBSIDIARY COMPANIES 


LIMITED 


(Incorporated under the laws of Canada) 


Consolidated Balance Sheet 


(Expressed in thousands of United States dollars) 


Assets 


Current assets (per statement attached): 


Canada and other 
Brazil 


Investments: 


Canada and other— 


Shares of Canadian companies at cost (quoted 
market value 1973—$84,702; 1972—$105,992) 


Shares of Canadian companies at cost (no 
quoted market value) (note 4) 


Other investments at cost 


Brazil— 
Government-guaranteed obligations (note 5) 


Shares and debentures at cost less amounts 
written off 


Shares of and loans to corporate joint 
ventures on the equity method 


Other assets: 


Canada and other— 


Securities and cash on deposit with trustee under 
trust Indenture 


Deferred mine development expenditures (note 7) 
Long-term receivable (note 11) . 
Sundry 


Brazil— 
Utility materials and supplies at average cost 
Interest-bearing secured loans : 
Long-term finance contracts receivable . 
Sundry including long-term receivables . 


Property, plant and equipment at cost less 
accumulated depreciation, depletion and 
amortization (per statement attached) : 


Canada and other 
Brazi! 


December 31 


1973 1972 
$ 85,885  $ 49,979 
284,622 234,057 
370,507 284,036 
57,484 57.484 
32,166 23,990 
4,534 1,184 
94,184 82,658 
60,307 63,092 
16,377 18,932 
31,091 18,212 
107,775 100,236 
4,404 4.947 
8,487 4,594 
5,672 
4,192 585 
22,755 10,126 
25,067 24,495 
51 10,678 
4,316 4,822 
7,145 7.718 
36,579 47,713 
92,172 7,691 
960,719 849,769 
1,052,891 857,460 
$1,684,691 $1,382,229 


(See accompanying summary of accounting policies and notes) 


Liabilities December 31 


ER aoe 
Current liabilities (per statement attached): 
GapacaranOotnels ies vs. i. ae eo, | eS) $33:564 ley OL 
SVC, Laie ae ee ee rr 211,294 io 27, 
244,858 177,289 
Other liabilities: 
Canada and other— 
Long-term debt (per statement attached) ee 78,899 
Bank indebtedness (note 14). ......2.2,..~, 34,000 
WIMOMtVEIINTereSts: | We es) QU wy Ge fe eg 456 
Deremecmincomerstaxess & 4. 2 4. a « 5 aa: 5,785 
119,140 
Brazil— 
Long-term debt (per statement attached) eo Sas 82,532 87,035 
PceumuUlatedneversion . . .. 2 2 ste =. . . . 164,618 164,618 
Customers’ contributions for line extensions . ... . 38,180 SNe whe 
RUMMONIVEICereSiee me of ee Eee Se Be oe 109,466 92,671 
Other long-term liabilities . . . . . oe ee 7,464 7,285 
402,260 389,481 
Shareholders’ equity: 
Capital (note 16)— 
Authorized: 
969 6% cumulative convertible preference 
shares of a par value of Can.$100.00 
each (1972—989 shares) 
5,000,000 second preferred shares of a par 
value of Can.$20.00 each 
60,000,000 ordinary shares of no par value 
Issued and outstanding: 
969 6% preference shares (1972—989) .. 97 SJ 
25,612,726 ordinary (Class A and Class B) 
Sinanese( 10/226, 01127592) 5 ee 195,337 (5 S30 
195,434 195,434 
Retained earnings 722,999 620,025 
918,433 815.459 


On behalf of the Board: 
J.H. Moore l 


Directors 
Henry Borden f 


$1,684,691 9Is62,220 


(See accompanying summary of accounting policies and notes) 


frrascan AND SUBSIDIARY COMPANIES 


LIMITEO 


Statement of Consolidated Current Assets and Liabilities 


(Expressed in thousands of United States dollars) 


December 31 
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(See accompanying summary of accounting policies and notes) 


1973 (972 
Canada and other: 
Current assets— 
Cashin «2 40 uy aaa de enc en om SOOO $ 4,245 
Deposit receipts ao Blanton ERMINE J 61,996 262/76 
Marketable investments at cost iain Bling ene 
1973— 32,6067 1972-54286) 62 a ee 3,120 4,184 
Accounts receivable. eee 0c: ce nek ee 16,964 14,774 
85,885 49,979 
Current liabilities: 
Bank indebtedness .. . 5 A te nea ne, eee rae 6,692 
Accounts payable and Sets ters: he ie a ae lee 14,654 9,308 
Dividends and interest due and accrued . ....... 10,836 7,896 
Incomeé:and other taxesspayablen. =. earn ene a nee 1,102 558 
Current portion Ot ondatenmicdGlot a. =-r=.: oe ee 280 
33,564 V7;762 
Net current assetsa(Camadazanciotinen amas: ncn neuen ar 52,321 Oey, 
Brazil (notes 6 and 8): 
Current assets— 
Gasiias : 5 els ea Serene 12,636 20,050 
Treasury bills and ates ae term investments 127,810 118,036 
Government-guaranteed obligations due within 
one year (note 5) . 3,686 4,378 
Interest-bearing secured loans . 57,310 20,081 
Finance contracts receivable . 19,169 T5072 
Accounts receivable . oh. 60,979 Hay Pe he Zo 
Industrial inventories at lower of average 
cost or market ___3,032 B10 
284,622 234,057 
Current liabilities— 
Accounts payable and accrued charges 126,388 93,046 
Income and other taxes payable 43,667 35,874 
Current portion of long-term debt 5,595 11,524 
Bills of exchange payable . 187119 G25ig 
Bank indebtedness eae 2,094 6,462 
Interest and dividends due bg Amer ss 3,570 2,889 
Short-term deposits 14,861 3,243 
211,294 159,527 
Net current assets (Brazil) 73,328 74,530 
Total net current assets . $125,649 $106,747 


Hrascan AND SUBSIDIARY COMPANIES 


LIMITED 


Statement of Consolidated Property, Plant and Equipment 


(Expressed in thousands of United States dollars) 


Canada and other: 
Electric utility plant . : 
Oil and gas properties (note 15) 
Coal and mineral licences (note 7) 
Oil and gas equipment 
Office furniture, equipment and leasehold improvements 
Total property, plant and equipment, at cost . 


Less accumulated depreciation, depletion 
and amortization . 


Brazil: 
Utility plant in service . 
Utility construction work in progress . 
Other physical property 
Total property, plant and equipment, at cost . 


Less accumulated depreciation 
Unrealized balance of gas company assets (note 9) . 


Less accumulated amortization 


December 31 


1973 1972 
$ 79,629 

30,869 $ 4,364 
6,443 21020 
1,928 401 
797 560 
119,666 8,150 
27,494 459 
S92 172 $ 7,691 
$1,210,913 $1,120,919 
117,934 77,099 
19,895 14,350 
1,348,742 21 2 sore} 
380,557 BOD hss 
968,185 85723) 
26,923 26,923 
995,108 884,158 
34,389 34,389 
$ 960,719 $ 849,769 


(See accompanying summary of accounting policies and notes) 
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frrascan AND SUBSIDIARY COMPANIES 


LIMITEO 


Statement of Changes in Consolidated Financial Position 


for the years ended December 31 
(Expressed in thousands of United States do/iars) 


Funds Provided: 
Funds provided from operations— 
Net income for year . 
Add (deduct): 
Depreciation and depletion 


Allowance for interest on funds used in construction . 


Non-dividend portion of equity in income 
of corporate joint ventures 


Equity of minority shareholders after deducting 
dividends paid (1973—$11,528; 1972—$8,685) . 


Long-term borrowings excluding those incurred to 
finance acquisitions 


Increase in holdings of minority shareholders 
Sale of property, plant and equipment . 
Current portion of sale price of telephone utilities 


Decrease (increase) in loans and long-term 
financing contracts 


Customer's contributions for line extensions 
Total Funds Provided 


Funds Used: 
Net funds used on acquisition of subsidiaries * (note 12) 
Expenditures on property, plant and equipment 
Increase in non-utility investments 
Reduction tn long-term borrowings . 
Deferred mine development expenditures . 
Increase (decrease) In utility materials and supplies 
Dividends—ordinary and preference . 
Miscellaneous changes in various assets and liabilities 

Total Funds Used . 

Increase in net current assets 

Net current assets at beginning of year 

Net current assets at end of year . 

*Net funds used on acquisition of subsidiaries— 
Net non-fund assets of subsidiaries acquired . 


Less long-term portion of borrowings incurred 
to finance acquisitions 


1973 1972 
$128,545  $ 97,420 
31,697 28,048 
(11,923) ( 7,659) 
( 5,425) 
13,526 10,140 
156,420 127,949 
38,170 59,742 
3,254 5,246 
1,461 4,644 
2,785 3,528 
11,133 (15,500) 
308 2,284 
213,531 187,893 
4,359 
135,943 106,812 
16,425 21,611 
5,970 11,835 
3,893 4,521 
572 ( 3,465) 
25,571 24,406 
1,896 573 
194,629 166,293 
18,902 21,600 
106,747 85,147 
$125,649 $106,747 
$ 68,359 
64,000 
$ 4,359 


(See accompanying summary of accounting policies and notes) 


Hrasean AND SUBSIDIARY COMPANIES 


LIMITEO 


Statement of Consolidated Retained Earnings 


for the years ended December 31 
(Expressed in thousands of United States dollars) 


Balance at beginning of year 
Net income for year . 


Deduct dividends: 
Cash— 
Preference (Can.$6.00 per share) 
Ordinary (note 16) 
Stock— 
Ordinary (U.S.$0.10 per share) . 


Balance at end of year . 


Statement of Consolidated Long-Term Debt—Canada and Other 


(Expressed in thousands of United States dollars) 


Great Lakes Power Corporation Limited: 
First mortgage sinking fund bonds, payable in Canadian dollars 
4%% due 1976 . 
10% cue 1990", ee ae ie 
Sinking fund debentures, payable in Canadian dollars 
4% due 1975 
5%% due 1977 
Brascan International B.V.: 


8.3% loan from a consortium of Japanese banks due annually 
1982 to 1988, payable in U.S. dollars (guaranteed by 
Brascan Limited) 

8%% guaranteed bonds due annually 
1979 to 1988, payable in Deutsche marks (guaranteed by 
Brascan Limited) 


Less current portion included in current liabilities 


Maturities and sinking fund requirements during the next five years 
are as follows: 


1974—$ 280 197/7—$3,525 
O75 — Bor 220 (76 == sa ioo 
1976— 2,775 


(See accompanying summary of accounting policies and 


os l8/3 ee 2s 
$620,025 $549,336 
128,545 97,420 
748,570 646,756 
6 6 

25,565 24,400 
27325 

25,571 26,731 


$722,999 


$620,025 


December 31 


1973 


1972 


$ 2,745 
2,775 


3,020 
3,739 


30,000 


notes) 
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frrascan AND SUBSIDIARY COMPANIES 


LIMITED 


Statement of Consolidated Long-Term Debt— Brazil (note 6) 


(Expressed in thousands of United States dollars) 


Amounts due to International Bank for Reconstruction and 
Development, due semi-annually 1974 to 1978 inclusive: 


AN%, 4%% and 6% loans, payable in U.S. dollars 
4%% and 6% loans, payable in Canadian dollars 


6% loan, payable in French francs 


Brascan International B.V.*: 


8%% guaranteed bonds due annually 1975 to 1987, 
payable in U.S. dollars (guaranteed by Brascan Limited) 


Light-Servicos de Eletricidade S.A.: 


United States of America Alliance for Progress 512% loan, 
due in equal semi-annual instalments 1974 to 1984, payable 
in U.S. dollars, or, at the lender's option, in 
equivalent cruzeiros 


Morgan Guaranty Trust Company of New York loan at rates 
subject to periodic adjustment to 1%% over the London 
interbank rate due semi-annually 1975 to 1978, payable in 
U.S. dollars 


Supplier financing, due semi-annually 1974 
to 1977, payable in U.S. dollars 


Less current portion included tn current liabilities 


*Proceeds loaned to Light-Servicos de Eletricidade S.A. 


Maturities and sinking fund requirements during 
the next five years are as follows: 


1974—$ 5,595 1977—$13,003 
127 Oa. 003 1378— 10,630 
1976— 12,818 


December 31 


1973 


$ 2,017 
4,159 
584 
6,760 


20,000 


28,383 


30,000 


2,984 
88,127 
5,595 
$82,532 


(See accompanying summary of accounting policies and notes) 


1972 


$ 8,287 
5,939 
848 
15,074 


20,000 


30,964 


30,000 


2,521 
93,009 
11,524 

$87,035 


Notes to Consolidated Financial Statements 


(Dollar amounts in thousands) 


1. Electric utility operations—Brazil 

(a) Operating revenues— 
Since January 1, 1972 the rate of return allowed on the rate 
base has been 12%. 


Billings in 1972 and 1973 were sufficient to cover “service at 
cost” (see summary of accounting policies). 

(b) Corporate profits taxes— 
Since January 1, 1972 the provision for these taxes has been 
made at 6%, the rate applicable to electric utilities. 

(c) Interest expense—net 


The components of net interest expense are as follows: 


SARL) 
Interest on long-term debt. . . . . $ 7,243 $ 4,327 
ReVeIsiOnslntereStaey =) inne 17,448 157565 
24,691 19,892 

Allowance for interest on funds 
USEC! Ii COMSINUCHOM 2 - 6 «5 a (1823) (7,659) 


Interest income on short-term 
(AWESIMCIMBS, 5 2 o 5 6 Bonen @ (5,985) (3,160) 


$ 6,783 SeoL073 


For a description of reversion interest and of allowance for 
interest on funds used in construction, see the summary of 
accounting policies. 


(d) Rate base— 

All rate adjustments that have been approved to date under 
the “service at cost’ system are provisional as they relate to 
the calculation by the Company’s electric subsidiary of its own 
rate base. A Government Commission has determined the 
physical existence and the monetarily corrected cruzeiro cost 
less applicable depreciation of the plant in service as at 
December 31, 1964 together with net additions at cost to 
December 31, 1972. Approval of the Commission's findings 
was promulgated in March 1974. These cruzeiro values, to- 
gether with subsequent monetary corrections, were approxi- 
mately 0.3% below the equivalent book value at December 31, 
1972. Electric income from January 1, 1965 may be subject to 
adjustment through future rates to reflect these findings. 


2. Withholding taxes—Brazil 

Interest and dividend payments from subsidiaries in Brazil are 
subject to regular Brazilian withholding taxes at the rate of 25% and 
provision has been made for such taxes at that rate (see summary 


of accounting policies). 


The law further provides that, should net dividend remittances to a 
company’s foreign shareholders exceed 12% of the dollar amount of 
registered capital averaged over the preceding three years, additional 
withholding taxes would be payable on a graduated scale from 
40% to 60%. 


3. Investment and industrial operations income 


The major components of net income figures included in investment 
and industrial operations are as follows (see note 12): 


1973 2 
Electric utility—Canada 
Operating revenues. ........ #£4$ 7,839 
TUMEMNESEC! OWE 5 « 5 2 « 5 6 a (2,347) 
Salaries, wages and other operating 
expenses. : Gs72)) 
Taxes other than income taxes . é ( 424) 
DEONSCIMOM 5 5 2 6 » » 4 o a om ( 930) 
Bond interest . att bon (342) 
Equity of minority shareholders . (elt) 
$ 2,409 
Financial services operations—Brazil 
linteKesiviCOnio m=. emcees 2.624. S SS) 
Commissions and other. . .... . 3,865 2033 
MMUEOSPOWOINNS , 2-5 5 os 6 a es (5,849) (1,851) 
Deore) 2 2. 2 . 6 6 6 4 a a 4 (Gee) (Ges) 
OWNGr OXOEMSES . 5 6 5 5 so 5 wo 5 0 (3,958) (2,683) 
Equity of minority shareholders. . . . (279) (Salas) 


$ 6,368 $ 6,049 


Natural resourees—Canada and other 


Royalties, oil and gas sales and 


ASO Nemes . co 2 >» 5 6 5 5 o » 6 S 100! S 29 
IMUENESHETMCOME 5 2 6 2 a s 6 o 9 & 862 287 
Gain on sale of oil properties. . . . . 407 
General administrative expenses. . . . (1,429) (e777) 
Depletion and depreciation. : . .. . ( 736) ( 2G) 
PIMCWVICUIOIN OOINSSS 2 5 2 2 5 a a e ( S89) (563) 


Consumer goods and services—Brazil 


Subsidiaries’ operations: 


SEIGG) = bin. bd Beane oe a fe “SIBORe So o4 
COS OPSAleS’s 2 os ao oo oo) 612188) (INS) 
NMUEES EONS > 5 » a a oc o o « (¢ TO29) (1,228) 
Ouner GXOONSES”s 2 sb » o 5 o eo « 6 SOHO) (3,063) 

2 (Sil2) $ (2,252) 


“Depreciation included in above 
SMO 6 ooo me mile a oO eS s 296 


4. Shares of Canadian companies at cost (no quoted market value) 


The Company, through Brascan Resources Limited, has acquired a 
15% equity interest in Elf Oil Exploration and Production Canada Ltd. 
for Can.$40,000 (of which Can.$32,000 was paid to December 31, 
1973 and the balance on January 2, 1974). The major portion of this 
investment has financed exploration expenditures by Elf, the tax 
deductibility of which is being renounced in favour of Brascan 
Resources (see note 10). Elf is actively engaged in oil and gas 
exploration in the Arctic Islands, Beaufort Sea, Hudson Bay and 
other areas. Total oil and gas acreage of Elf amounts to 57 million 
gross acres, 23 million net acres. 


5. Government-guaranteed obligations 


This amount, together with interest at 6%, is receivable in equal 
quarterly instalments from January 1, 1975 to January 1, 1986 with 
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respect to the sale of the Company’s telephone utilities in 1966 to an 
agency of the Federal Government of Brazil. Payments under the 
sale agreement carry the guarantee of that Government. 


The Company is obligated to reinvest 75% of the principal in other 
enterprises in Brazil over the term of the agreement. The amounts 
receivable within one year are included under current assets. 


6. Long-term debt—Brazil 


The amounts due to International Bank for Reconstruction and 
Development are evidenced by obligations of Light-Servicos de 
Eletricidade S.A. (Light) under an Obligors Agreement dated June 
9, 1965, by various Loan Agreements, and by the following Collateral 


Trust Bonds of Brascan Limited: 
U.S. Equivalent 


Series A—payable in US dollars”, a nee 2,017 
Series B—payable in Canadian dollars . .... . 4,159 
Series: C—pavable this EKemCinn’alfi\C Sinemet eeriaee mre 584 


$ 6,760 


The foregoing amounts are secured by a floating charge on the 
assets of Light. In addition, all other long-term debt— Brazil (with 
the exception of supplier financing) is secured by debentures of 
Light carrying a floating charge on the assets of that company. 
These assets consist principally of utility plant in service, construc- 


tion work in progress, materials and supplies, and approximately 
$167,000 of current assets. 


During 1973 Light arranged the following new financings: 


( 


) a Can.$26,500 secured loan due 1977 to 1988 from the Export 
Development Corporation of Canada, guaranteed by the 
Federative Republic of Brazil; 


(ii) a Can.$4,500 secured loan, repayable in 1977 and 1978, from 
a Canadian chartered bank; 


(iii) a $20,000 secured loan due 1976 to 1993 from the Inter- 
national Bank for Reconstruction and Development, guaranteed 
by the Federative Republic of Brazil. 


No funds have as yet been drawn down under these arrangements. 


7. Sukunka coal project 


The Company, through Brascan Resources Limited, has acquired 
a gross 12%% interest (74% interest on a fully diluted basis) In 
certain coal licences in the Sukunka property in British Columbia 
at a cost of approximately $2,800. The Company has options to 
purchase a further 47%% interest at a price of $9,825 which are 
exercisable by the earlier of June 30, 1975 or three months after 
leases or permits have been issued and satisfactory arrangements 
have been agreed upon for the provision of port, loading and rail 
facilities. Under these options the property wa- io be developed as a 
joint venture owned 60% by the Company, through its subsidiaries, 
and 40% by Brameda Resources Limited. 


Mine development expenditures of $8,487, the major portion of 
which would be assumed by the joint venture upon exercise of the 
options, have been deferred at December 31, 1973. 


In early 1973 a crown corporation of the Government of British 
Columbia entered into an agreement with Brameda Resources the 
effect of which is that the crown corporation will acquire the 40% 
interest of Brameda contingent upon Brascan Resources exercising 
its options. 
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Negotiations with the Government of British Columbia are continu- 
ing. The Company is also holding discussions with additional 
prospective equity partners. The future prospects of this project are 
contingent upon the results of all the foregoing negotiations, and the 
completion of the feasibility study indicating that it will be a viable 
project. 


8. Exchange regulations 


Remittances from Brazil are subject to the exchange regulations of 
that country. Inter-company interest and related sinking fund pay- 
ments from the electric subsidiary together with payments under 
the telephone sale agreement are fully remittable in dollars. Dividend 
payments from the electric subsidiary, under current interpretation 
of the regulations, are 47.7% remittable in dollars (with the balance 
being available in cruzeiros in Brazil). Dividend payments from the 
Brazilian investment subsidiaries are partially remittable in dollars. 


9. Unrealized balance of gas company assets 


This represents the book value of the unrealized balance of the 
assets of the Sdo Paulo gas service expropriated in 1967 and the 
net book value of the gas plant in Rio de Janeiro which was trans- 
ferred to the State of Guanabara in 1969. 


The compensation receivable for these assets has not yet been de- 
termined, but no material loss on final settlement is anticipated. 


10. Exploration expenditures available for income tax purposes 


Brascan Resources Limited has drilling and exploration expenditures 
in Canada amounting to approximately $36,500 (arising both from 
its Own Operations and from those of other parties who have re- 
nounced in its favour the tax deductibility of similar expenditures 
made by them) which are available for application against such 
taxable income as may arise from its operations in the future. 


11. Long-term receivable 


This receivable, amounting to Can.$19,150, is due in annual instal- 
ments ranging from Can.$225 to Can.$800 to July 1, 2005, without 
interest, and is carried at its discounted value of $5,897 based on an 
assumed interest rate of 8%. The current portion of $225 is included 
in current assets. 


12. Subsidiaries acquired 


During 1973 the Company acquired by offer and by direct purchase 
1,232,770 common shares of Great Lakes Power Corporation Limited 
for a net cash consideration of $36,704. An additional 3,361,774 
common shares were acquired in October 1973 when the Company 
sold certain of its assets to Great Lakes Power (see note 13). 


During 1973 the Company purchased, for $32,461 cash, all the 
common shares of Western Minerals Ltd. The following net assets 
were acquired in these transactions, which have been accounted for 
as purchases as at June 30, 1973 for Great Lakes Power and as at 
May 31, 1973 for Western Minerals: 


Great Lakes Western 
Power Minerals 
Total net current assets plus 
[OMG=tenimeaSS etch att in in COO 20.0 $32,461 
Total long-term liabilities . . . .... ey l2s 
Net assets acquired, at values 
assigned on purchases. en) ellen Sail 73 32,461 
Deduct minority interest . ...... 471 
CashpourchasenpilCcmmani nnn enn ©0704) $32,461 


13. Sale of assets to Great Lakes Power 


In October 1973 the Company sold to its subsidiary, Great Lakes 
Power, its investments in John Labatt Limited and Hudson's Bay 
Company and all the outstanding shares of and certain intercompany 
advances to Brascan Resources Limited in return for the issue of 
notes, additional common shares and cumulative convertible re- 
deemable preference shares of Great Lakes Power. Pursuant to an 
offer in December 1973 the Company exchanged 2,388 of the 
preference shares for 2,388 common shares of Great Lakes Power 
held by other parties. The remaining preference shares held by the 
Company were then converted to common shares. At December 31, 
1973 the Company held 99.7% of the common shares of Great 
Lakes Power. 


14. Subsequent event 


In February 1974 the Company borrowed Can.$25,000 from two 
banks repayable 1975 to 1980 at 1%% above the minimum com- 
mercial bank lending rate in Canada. 


The major portion of the proceeds of this loan, together with $15,200 
of the Deutsche mark bond issue proceeds, were used to retire the 
$34,000 balance of long-term and $5,000 of short-term bank in- 
debtedness existing at December 31, 1973. 


The Company's holdings of Brazilian Government-guaranteed obli- 
gations arising out of the telephone sale (note 5) may not be sold 
or pledged without the prior written consent of the lenders. 


15. Oil and gas properties 


The following is a summary of the cost of oil and gas properties by 
cost centre and the related accumulated depletion as at December 
Sil, USACE 


Cost of Accumulated 
Assets Depletion Net 


Canada (excluding the Arctic) $29,215 S 1397 $27,823 
/NGCUG 5 5) hace eee ee 1,500 1,500 


Fofeign areas . .... =. 154 154 


$30,869 S ioe $29,477 


As at December 31, 1973 the Company’s proven reserves in Western 
Canada are estimated at 208.3 billion cubic feet of gross raw gas 
and 4.3 million barrels of oil, and proven and probable reserves 
together are estimated at 565.1 billion cubic feet of gross raw gas 
and 5.9 million barrels of oil. 


16. Share capital 


In December 1973 supplementary letters patent were obtained re- 
designating the ordinary shares as Class A convertible ordinary 
shares without nominal or par value and increasing the authorized 
capital of the Company by the creation of Class B convertible shares 
without nominal or par value, the two classes ranking equally in all 
respects except that dividends declared on Class B shares may be 
paid out of certain defined portions of retained earnings resulting 
in a different Canadian tax treatment when such dividends are 
received by shareholders. 


During 1973, 136,738 Class A convertible ordinary shares were 
converted into Class B convertible ordinary shares. At December 
31, 1973 the ordinary share capital of the Company consisted of 
the following: 


Authorized Issued 
Class A convertible 30,000,000 25,475,988 
Class B convertible 30,000,000 136,738 


Wales s 2 soe 2 4 p oc oe a “OCHOOO OW 25,612,726 


Dividends paid on Class B shares are equivalent to those paid on 
Class A shares after consideration of the special 15% tax currently 
being paid by the Company to create tax-paid undistributed surplus 
on hand from which Class B dividends are paid. 


Dividends on ordinary shares in 1973 together with the related tax 
on undistributed income consisted of the following: 


WETS 1972 
Class A convertible 
(UES. SIMCOE SEE) 5 5 5 5 56 0 5 sense $24,400 
Class B convertible 
QUES: SOAAIS ER SINE) c 6 5 5 5 oc DS) 
Related tax paid on undistributed income 
(U.S. $0.037 per Class B share) .. . 5 


$25,565 $24,400 


17. Remuneration of directors and officers 


During 1973 the aggregate remuneration of the Company’s directors 
as directors and the Company's officers as officers was as follows: 


Number of 
Directors Officers officers who 
were also 
Number Amount Number Amount directors 
Paid by the 
Company . . . 25 $119 14 $816 6 
Paid by one 
Subsicliahyie ss 1 93 1 
Paid by another 
QUIOSICIEIY 5 5 a 1 52 


Auditors’ Report 


To the Shareholders of Brascan Limited: 


We have examined the consolidated balance sheet and the state- 
ments of consolidated current assets and liabilities, property, plant 
and equipment and long-term debt of Brascan Limited and sub- 
sidiary companies as at December 31, 1973, and the statements of 
consolidated income, investment and industrial operations income, 
retained earnings and changes in consolidated financial position for 
the year then ended. Our examination included a general review of 
the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the 


circumstances. 


In our opinion these consolidated financial statements present fairly 
the financial position of the companies as at December 31, 1973 and 
the results of their operations and the changes in their financial 
position for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


CLARKSON, GORDON & CO. 
Chartered Accountants 
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Toronto, Canada 
March 25, 1974 
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frrasean AND SUBSIDIARY COMPANIES 


LIMITED 


Analysis of Consolidated Income by Currencies 


for the years ended December 31 
(Expressed in thousands of United States dollars) 


1973 1972 
Dollar Components 
Net electric utility ncome—Brezilt 5 00) 6) nets en 7 Se eed 
Investment and industrial operations income: 
Canada and: other” =< ise eee = re eee 7,694 5,690 
Brazil: 08 & a eee ee ee ee eee 6,250 5,489 
Net investment and industrial operations income. . ... . 13,944 ia es Ne 
Géneral-corgorate expenses = re 0 ee eee (8,184) “( 2.887) 
Dollar component of net income-for year 4 ee 29,502 29,703 
Cruzeiro Components 
Net electric utility income—Bitazil oe 83,229 65,709 
Investment and industrial operations income—Brazil ... . 15,816 2,023 
General CorpOratenexpenSeS= aki ee ieee yc ( 2) ( 1P3y) 
Cruzeiro Component of net Income) fOr yea aae.ecue en 99,043 67/17 
Net income per statement of consolidated income .... . . $128,545 $ 97,420 
Net income per ordinary share 
Dollar:components= eu 25 fe ee 0 1.15 $ Teo 
Cruzeiro: COMPONENTS? a0. [Apis a cee ee eee 3.87 2.64 


$ 5.02 


$ 3:80 


RGEOOLSeEOCG HL S- ELE ccs 

Lv 1'G8 QGL'ES L66'LE 

009'LZ GLE lic 922 

CEC OU Och ich. © CLiG6e 

EL (GEG at) 8OSG. 2 

90b'bz 90b' vz 

(core) (Sore) 

L7G’ L7G't 

Ges'Ll Ges‘ LL 

Ine eile 6GL'6L 7G 

ZL8'90L 899'LOL ~vbz'g 

€68'/8L tvé6r8vl  66S'6E 
COOCG wee OO0-S 
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rascan AND SUBSIDIARY COMPANIES 


LIMITED 


Comparative Statement of Consolidated Income 


for the years ended December 31 
(Expressed in thousands of United States dollars) 


Electric utility—Brazil 
Operating revenues . 
Operating revenue deductions: 
Purchased power 
Fuel oil 
Salaries, wages and other operating expenses 
Depreciation 


Reversion 


Operating income 

Income deductions*. 

Net electric utility income—Brazil 
Investment and industrial operations 
Canada and other* . 


Brazil* . 


General corporate expenses 

Net income before extraordinary items 
Extraordinary items—credit (debit) . 
Net income for year 

*Including foreign exchange adjustments. 


(In accordance with current accounting practice the $18,815 
loss on sale of the telephone utilities charged to retained earn- 
ings in 1965 would be classified as an extraordinary item.) 


Operating Statistics of Light—Servicos 
de Eletricidade S.A. 


Kilowatt hours sold (millions) 

Residential 

Commercial . 

Industrial . 

Public utilities and others 

Total 
Customers (thousands) 
Employees 
Capacity of generating plants (kw thousands) 
Transmission lines (miles of circuit) 
Distribution network lines (miles of wire) 


Transformer capacity (kva thousands) 


1973 


$ 625,409 


259,105 
5,046 
143,499 
28,921 
37,962 
474,533 
150,876 
43,905 
106,971 


7,694 
22,066 
29,760 

8,186 

128,545 


$ 128,545 


1973 


5,433 
4,068 
12,761 
2,695 


24,957 


3,699 
27,584 
2,119 
3,105 
174,853 
5,514 


S72 


SE gle ert hey 


202,634 
2,382 
119,169 
26,777 
32,860 
383,822 
134,369 
47,249 
87,120 


Oey 
77550 
137202 
2902 
97,420 


30 O7420 


i972 


4,966 
3,662 
A326 
2,648 
22,402 
3,485 
25,968 
Zl 
ZIG2 
163,388 
4,961 


Loa 1970 selene) 1968 1967 1966 IOS 


§ 425,039 $§ 369,276 § 302,802 $ 257,612 $ 249,531 § 218,942 $ 165,075 
150,476 129,012 91,341 61,516 53,768 47,249 33,295 
9.674 2,889 16,812 14,254 9.800 11,453 10,449 
101,442 85,807 73,477 65,734 66,618 52,354 40,206 
25,409 23,747 20 20,564 19,271 31,202 25,944 
29,192 27,220 19,635 17,853 18,128 15,978 13,896 
316,193 268,675 223,477 179,921 167,585 158,236 B22760 
108,846 100,601 79,325 77,691 81,946 60,706 41,285 
38,320 42,543 eer, 32,541 Shs 28,418 21,871 
70,526 58,058 48,088 45,150 44,225 32,288 19,414 
eae 6,461 7,043 5,945 4,260 2336 1,828 
8,277 3,936 6,733 5,739 4,578 5,270 (64) 
15,594 10,397 13776 11,684 8,838 8,603 1,764 
2,339 1,949 1,804 1,281 1,492 1,627 1,698 
83,781 66,506 60,060 55,553 51,571 39,264 19,480 
3,632 (2,885) 
$ 83,781 $ 66,506 $ 60,060 § 59,185 Sees iT SSNS $ 19,480 
1971 1970 1969 1968 1967 1966 1965 
4,651 4,162 3,882 3,504 3,145 2,862 2,642 
3,278 3,037 2,827 2,554 2,266 2,149 2,032 
9,972 8,585 8,090 7,209 6,262 6,131 5,313 
2,409 Dates 2,081 2,062 1,972 1,655 1,654 
20,310 17,919 16,880 15,329 13,645 ey 11,641 
ae 3,056 2,847 2,662 2,535 2,403 2,285 
25,866 25,216 24,549 23,449 22,949 21,562 19,319 
ane 2,119 Dp?) Ds 2,148 2,147 2,147 
2,932 2.818 2.779 2,668 2,650 2,534 2,504 
149,300 137,613 123,334 112,515 104,062 97,036 91,873 
4,421 4,119 3,564 3,190 2,846 2,504 2,285 
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Brasco 


LIMITED 


(incorporated under the laws of Canada) 


NOTICE OF ANNUAL AND SPECIAL GENERAL MEETING 
OF SHAREHOLDERS 


Notice ts Heresy Given that the Annual and Special General Meeting of Shareholders of Brascan Limited 
will be held in the Ontario Room (Convention floor), Royal York Hotel, 100 Front Street West, Toronto, 
Ontario, Canada, on Tuesday, June 5, 1973, at 11:00 a.m. (Eastern Daylight Time) for the following purposes: 


I. to receive the report of the directors and the financial statements for the past fiscal year; 
2. toelect directors; 
3. to appoint auditors and authorize the directors to fix their remuneration; 


4. to consider and if thought fit to sanction, with or without variation, By-law No. 31 enacted by the 
directors on March 20, 1973, being a by-law altering the capital of the Company, and authorizing 


an application for supplementary letters patent confirming the same; and 
5. to transact such further and other business as may properly come before the meeting. 


Only shareholders of record at the close of business on May 7, 1973, and bearers of share warrants issued on 
or prior to that date who shall have deposited the same in the manner referred to in the published notice of 
the meeting, will be entitled to vote or appoint a proxy to vote at the meeting. A proxy must be appointed by 


instrument in writing deposited with the Secretary of the Company on or before June 1, 1973. 


If you are unable to attend the meeting in person, kindly sign the enclosed form of instrument appointing a 
proxy and return it to the head office of the Company, at the address below, as soon as possible. An envelope 


for the return of the proxy form is enclosed. 
By Order of the Board. 


L. A. ALLEN, 
Secretary. 


Box 48 

Commerce Court Postal Station 
Toronto, Canada MS5L 1B7 
May 1, 1973 


Nore: The proxy form is enclosed in the pocket of the large envelope. 


PRINTED IN CAN4DA 


PROXY INFORMATION CIRCULAR 


SOLICITATION OF PROXIES 


This information circular is furnished in connection with the solicitation by the management of Brascan 
Limited (the Company) of proxies to be used at the Annual and Special General Meeting of Shareholders 
of the Company to be held at the time and place and for the purposes set forth in the accompanying 
notice of meeting. It is expected that the solicitation will be primarily by mail. Proxies may also be 
solicited personally by regular employees of the Company at nominal cost and in the United States of 
America by Georgeson & Co., 100 Wall Street, New York, N.Y., at an anticipated cost of $6,500.00. 
The total cost of solicitation will be borne by the Company. 


APPOINTMENT AND REVOCATION OF PROXIES 


The persons named in the enclosed form of proxy are directors of the Company. A shareholder desiring 
to appoint some other person to represent him at the meeting may do so either by inserting such person’s 
name in the blank space provided in the form of proxy or by completing another proper form of proxy and, 
in either case, delivering the completed proxy to the Secretary of the Company on or before June 1, 1973. 


A shareholder who has given a proxy may revoke it, as to any motion on which a vote has not already 
been cast pursuant to the authority conferred by it, by an instrument in writing executed by the share- 
holder or by his attorney authorized in writing or, if the shareholder is a corporation, under its corporate 
seal or by an officer or attorney thereof duly authorized, and deposited either at the head office of the 
Company on or before the day preceding the day of the meeting or adjournment thereof at which the 
proxy is to be used, or with the Chairman of such meeting on the day of the meeting or adjournment 
thereof. 


EXERCISE OF DISCRETION BY PROXIES 


Shares represented by properly executed proxies in favour of the persons named in the enclosed form 
of proxy will be voted or withheld from voting in accordance with the instructions contained therein 
and, in the absence of instructions, will be voted for the election of directors and the appointment of auditors 
as stated under those headings in this circular, and in favour of the resolution sanctioning By-law No. 31. 
With respect to amendments or variations to matters identified in the notice of meeting, and with respect 
to other matters which may properly come before the meeting, such shares will be voted by the persons 
so designated in their discretion. At the time of printing this circular the management of the Company 
knows of no such amendments, variations or other matters to come before the meeting. 


VOTING SHARES AND PRINCIPAL HOLDERS THEREOF 


As of the date of this circular, the Company has outstanding 25,612,726 ordinary shares without nominal 
or par value, each carrying the right to one vote per share, and 969 cumulative preference shares of the 
par value of $100 each, carrying the right to eight votes per share, so that the aggregate number of votes 
attaching to all the outstanding shares is 25,620,478. 


The directors have fixed May 7, 1973 as the record date for the determination of the persons entitled to vote 
at the meeting and accordingly the only persons entitled to attend and vote at the meeting or to be rep- 
resented thereat by proxy will be (a) registered shareholders of record at the close of business on May 7, 
1973 and (b) bearers of share warrants issued on or prior to the record date who shall have deposited the 
same and obtained a voting certificate in respect thereof in accordance with the conditions governing share 
pees to bearer established by the by-laws of the Company and referred to in the published notice of 
the meeting. 


ELECTION OF DIRECTORS 


The board consists of twenty-two directors of whom, in accordance with By-law No. 30 which became 
effective on June 22, 1971, seven hold office until 1974, eight hold office until 1975, and seven are to be 
elected at the meeting to hold office until the annual meeting in 1976. 


The following table sets out the name of each of the persons proposed to be nominated for election as a 
director to hold office until the annual meeting in 1976; all positions and offices in the Company now held 
by him; his principal occupation; the year in which he was first elected a director; and the approximate 
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number of shares of the Company that he has advised are beneficially owned by him, directly or in- 

directly, on the date hereof. The persons named in the enclosed form of proxy intend to vote for the 

election of the said nominees, all of whom except Mr. R. F. Lewarne are now members of the board of 

directors and have been since the dates indicated. The management does not contemplate that any of the 

nominees will be unable to serve as a director but, if that should occur for any reason prior to the meeting, 

ie persons named in the enclosed form of proxy reserve the right to vote for another nominee in their 
iscretion. 


Became Ordinary 
Director Shares 


THIERRY BArRBEY, of Geneva, Switzerland, is Managing Partner of Lombard, Odier & 
Cie, investment bankers. 1965 1,452 


PauL G. DESMARAIS, of Montreal, Canada, is Chairman of the Board and Chief 
Executive Officer of Power Corporation of Canada, Limited, an investment and 


holding company. 1968 1,453 
ANTONIO GALLOTTI, of Rio de Janeiro, Brazil, is President of Light—Servicos de 
Eletricidade S.A. in Brazil, and a Vice-President of the Company. LOSGN8 G2 15180 


J. PETER Grace, of New York City, U.S.A., is Chairman of the Board of W. R. 
Grace & Co., a major industrial company with international chemical, food, con- 
sumer products and petroleum interests. 1959 1,452 


N. E. Harpy, of London, Canada, is President of John Labatt Limited. 1970 8,241 


R. F. Lewarne, of London, Canada, is a Vice-President of the Company. Prior to 
joining the Company in 1972, he was a Senior Vice-President of John Labatt Limited, 


and prior thereto a Vice-President of that company. — 3,749 
WILLIAM G. Megss, of Detroit, U.S.A., is President and Chief Executive Officer of 
The Detroit Edison Company, an electric utility. 1970 221 


There is set out below the name of each person who is now a director and whose term of office will con- 
tinue after the meeting; all positions and offices in the Company now held by him; his principal occupa- 
tion; the year in which he was first elected a director; and, with the Note, the approximate number of 
shares of each class of the Company that he has advised are beneficially owned by him, directly or in- 
directly, on the date hereof. 


p is ere Became Ordinary 
Holding office until the annual meeting in 1974; Director Shares 


HERMANN J. Ass, of Frankfurt, Germany, is Chairman of the Supervisory Board of 
the Deutsche Bank AG. 1965 7,260 
J. H. A’Court, of Toronto, Canada, is Senior Financial Consultant to the Company. 1967 14,679 


PIERRE ANSIAUX, of Brussels, Belgium, is a member of the Bar of the Supreme Court 


of Belgium. 1958 694 
*HENRY BORDEN, of Toronto, Canada, one of Her Majesty’s Counsel, is a director and 

member of the Executive Committee of Bell Canada. 1946 2,341 

JOHN F. GALLAGHER, of Chicago, U.S.A., is Vice-President—International Operations, 

Sears, Roebuck and Co., retail merchants. 1965 1,705 


Lewis B. HARDER, of New York City, U.S.A., is Chairman of the Board of Inter- 
national Mining Corporation, and of Molybdenum Corporation of America, mining, 


refining and metal fabrication companies. 1965 145 
*BEVERLEY MATTHEWS, of Toronto, Canada, one of Her Majesty’s Counsel, is a partner 
of McCarthy & McCarthy. 1947 2,000 


Holding office until the annual meeting in 1975: 


E. C. FREEMAN-ATTWOOD, of Toronto, Canada, is Vice-President, Finance of the 
Company. Mr. Freeman-Attwood joined the Company in 1971 as Assistant Vice- 
President. From 1964 to 1971 he was Managing Partner, Arthur Young, Clarkson, 
Gordon & Co., in Brazil. 1973 100 


Louis A.-LAPOINTE, of Montreal, Canada, one of Her Majesty’s Counsel, is President 
and Chairman of the Board of Miron Company Ltd., manufacturers of cement and 
cement products, concrete suppliers and general contractors. 1969 497 
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Became Ordinary 
Director Shares 


A. J. MAcInTosH, of Toronto, Canada, one of Her Majesty’s Counsel, is a partner of 


Blake, Cassels & Graydon. 1970 242 
*PAUL E. MANHEIM, of New York City, U.S.A., is a limited partner of Lehman Brothers, 

investment bankers. 1961 7,260 

WILLIAM J. MANNING, of New York City, U.S.A., is a partner in the law firm of 

Simpson Thacher & Bartlett. 1970 1 
*NeiL J. MCKINNON, of Toronto, Canada, is Chairman of the Board of Canadian 

Imperial Bank of Commerce. 1957 1,524 
*J, H. Moore, of London, Canada, is President of the Company. 1969 . 15,726 

JouN G. PHILLimorE, of London, England, is a director of a number of companies. 1949 2,750 


*Member of the Executive Committee 
Norte: In addition to ordinary shares, Mr. Beverley Matthews is the beneficial owner of 5 preference shares. 


REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


(1) Aggregate direct remuneration paid or payable by the Company in 1972 to the directors and officers 
of the Company was $131,766 and $666,924 respectively. Aggregate direct remuneration paid or 
payable to the officers of the Company was $97,875 by one subsidiary, and $13,252 by another. 


(2) Estimated aggregate cost to the Company and its subsidiaries in 1972 of all pension benefits proposed 
to be paid to the officers of the Company under any normal pension plan in the event of retirement 
at normal retirement age was $8,616. 


(3) Maximum annual aggregate of all retirement allowances proposed to be paid in the future by the 
Company or any of its subsidiaries, pursuant to existing arrangements, to directors or officers of the 
Company (excluding payments under plans referred to in paragraph (2) and payments to be made 
for or benefits to be received from group life or accident insurance, group hospitalization or similar 
group benefits or payments) is $16,629. 


Nore: Amounts shown are in United States Currency. 


BY-LAW NO. 31 


One of the purposes for which the meeting is being called is to consider and, if thought fit, to sanction 
By-law No. 31, a by-law for altering the capital of the Company, passed by the directors on March 20, 
1973, a copy of which is attached hereto. The by-law provides for the reclassification of the existing 
25,612,726 issued and outstanding and the 4,387,274 unissued Ordinary Shares without nominal or par 
value, comprising the present authorized Ordinary Share capital of the Company, as Class A Convertible 
Ordinary Shares (the ‘‘Class A shares”), and for an increase in the authorized capital of the Company 
by the creation of 30,000,000 Class B Convertible Ordinary Shares (the ‘Class B shares’”) without nominal 
or par value, and sets out the provisions attaching to each class of share. In order to take effect the by-law 
must be sanctioned by at least two-thirds of the votes cast at the meeting and must be confirmed by 
Supplementary Letters Patent. 


As indicated in the text of By-law No. 31, the shares of each class will be voting, convertible into one 
another on a share-for-share basis and rank equally with respect to dividends and in all other respects. 
The only distinction between the two classes of shares will be that, in the case of the Class B shares, the 
directors may in their discretion determine that the cash dividends be paid out of two special tax accounts 
which are defined in the Canadian Income Tax Act (the ‘“‘Act”). These accounts are either “tax paid 
undistributed surplus on hand” or “1971 capital surplus on hand” and dividends paid out of these accounts 
are referred to as tax-deferred dividends. If any cash dividend is declared on a Class B share the directors 
must declare at the same time a cash dividend on the Class A shares in an amount equal to the cash 
dividend being paid on the Class B shares plus, in case such a dividend is being paid out of tax paid 
undistributed surplus on hand, the amount of the tax that was paid to create the tax paid undistributed 
surplus applied toward the dividend on the Class B shares. That tax is at the rate of 15% so that a dividend 
out of tax paid undistributed surplus on hand on a Class B share would be 15% less than the equivalent 
dividend on a Class A share. Undistributed income on hand to the end of 1971 was sufficient to provide 
for tax-deferred dividends on the Class B shares for many years. 


Income Tax Considerations 


Whether a shareholder will wish to receive an ordinary dividend or a tax-deferred dividend will depend 
on both his taxation status and his rate of tax. To allow shareholders to select whichever method of 
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receiving dividends is more advantageous to them and to make changes if and when circumstances change, 
Class A shares are convertible into Class B shares and vice versa on a one-for-one basis. Accordingly, 
holders of Class A shares wishing to receive tax-deferred dividends rather than normal dividends will be 
able to convert their shares into Class B shares and holders of Class B shares wishing to receive normal 
dividends rather than tax-deferred dividends will be able to convert their shares into Class A shares. 


Class A Shares—Normal Dividends 


Shareholders who are individuals resident in Canada must include a normal dividend in income. They 
must also include as income an additional amount equal to one-third of the normal dividend received 
and will be eligible to a dividend tax credit in respect thereof. Normal dividends received by public 
corporations in Canada and tax-exempt shareholders such as pension trusts or trusts under registered 
retirement savings plans will not be subject to tax. Normal dividends received by private corporations 
resident in Canada may be subject to a 334% tax which is generally refundable when dividends are 
paid by the private corporation subject to certain limitations imposed by the Act. Normal dividends 
paid to non-resident shareholders will be subject to a withholding tax at the rate of 10% until the beginning 
of 1976 when it is proposed that the rate of withholding tax for certain non-resident shareholders may 
be increased to 20% depending on the existence at that time of a tax treaty between Canada and the 
country in which the shareholder resides. 


Class B Shares—Tax-deferred Dividends 


By paying a 15% tax on a portion of its 1971 undistributed income on hand the Company can create 
tax paid undistributed surplus on hand. By electing to pay tax-deferred dividends out of such surplus 
the dividends are received by individuals resident in Canada, private Canadian corporations, public 
corporations, non-residents and tax-exempt persons free from immediate Canadian income taxes. The 
conditions attaching to the Class B shares provide that tax-deferred dividends if paid out of tax paid 
undistributed surplus on hand created by the Company will be 85 7o of the normal dividend to compensate 
for the 15% tax paid by the Company. The Company is required by the Act to eliminate its 1971 undis- 
tributed income on hand before paying tax-deferred dividends out of 1971 capital surplus on hand. The 
Company is not required to pay any tax on its 1971 capital surplus on hand and accordingly tax-deferred 
dividends paid out of 1971 capital surplus on hand will be 100% of the normal dividend. 


The receipt of tax-deferred dividends will reduce the adjusted cost base of the shares by the amount of 
dividend received so that a tax, if any, is deferred generally until the shares are disposed of. The reduction 
in the cost base will have the effect of increasing the gain or decreasing the loss to be realized on the 
subsequent disposal of the shares. 


The Company presently intends to pay tax-deferred dividends on its Class B shares. Based on the Com- 
pany’s current dividend rate, it will be a number of years before all of the existing 1971 undistributed 
income on hand has been tax paid and eliminated following which further tax-deferred dividends will be 
paid out of 1971 capital surplus on hand. 


Conversions 


Under a recent amendment to the Act a conversion of Class A shares into Class B shares, or vice versa, 
is deemed not to be a disposition for the purposes of computing taxable capital gains or losses and the cost 
to the taxpayer of the share received upon the conversion is deemed to be the adjusted cost base to him 
immediately before the surrender of the share converted. It should be noted, however, that under the Act 
the neutral zone for establishing the cost base of shares held prior to 1972 would cease to be available 
after conversion. Whether or not the elimination of the neutral zone would be disadvantageous to a share- 
holder would depend on that shareholder’s individual circumstances. Conversion may also affect the 
future computation of 1971 capital surplus on hand or paid-up capital deficiency of corporate shareholders. 


APPOINTMENT OF AUDITORS 


The persons named in the enclosed form of proxy intend to vote in favour of a resolution reappointing 
Messrs. Clarkson, Gordon & Co., Chartered Accountants, Toronto, as auditors of the Company, to 
hold office until the next annual meeting of shareholders, and authorizing the directors to fix the remunera- 


tion of the auditors. 


Dated as of April 18, 1973. 


BY-LAW NO. 31 


A BY-LAW ALTERING THE CAPITAL OF THE COMPANY AND AUTHORIZING 
AN APPLICATION FOR SUPPLEMENTARY LETTERS PATENT. 


Wuereas by supplementary letters patent dated June 23, 1969 the authorized capital of the Company 
was declared to consist of Two thousand, nine hundred and forty (2,940) Six per Cent. Cumulative Pref- 
erence Shares of the par value of One hundred dollars ($100) each, Five million (5,000,000) Second 
Preferred Shares of the par value of Twenty dollars ($20) each, and Thirty million (30,000,000) Ordinary 
Shares without nominal or par value; 


AND WHEREAS Twenty-five million, six hundred and twelve thousand, seven hundred and twenty-six 
(25,612,726) Ordinary Shares without nominal or par value have been issued and are outstanding as fully 
paid; 


ANpD WuerzaAS it is expedient and in the interest of the Company that the capital of the Company be altered 
as hereinafter provided; ‘ 


AND WHEREAS, in accordance with the conditions attaching thereto One thousand, nine hundred and 
seventy-one (1,971) of the Preference Shares have been converted into Ordinary Shares, and as required 
by the conditions attaching thereto one-sixth (1/6) of the said One thousand, nine hundred and seventy- 
one (1,971) Preference Shares (namely, Three hundred and twenty-eight and one-half (328 Y,) Preference 
Shares) are held by the Secretary of the Company for the purpose of cancellation, leaving Nine hundred 
and sixty-nine (969) Preference Shares unconverted, and it is desired to reduce the capital of the Company 
by the cancellation of the said Three hundred and twenty-eight and one-half (32814) Preference Shares 
being held by the Secretary of the Company for that purpose. 


Now THEREFORE BE IT ENACTED as a by-law of the Company as follows: 
(1) Subject to confirmation of this by-law by supplementary letters patent: 


(a) the Thirty million (30,000,000) Ordinary Shares without nominal or par value are reclassified as 
Thirty million (30,000,000) Class A Convertible Ordinary Shares without nominal or par value; 


(b) the capital of the Company is increased by the creation of Thirty million (30,000,000) Class B 
Convertible Ordinary Shares without nominal or par value; 


(c) Three hundred and twenty-eight and one-half (32814) Six per Cent. Cumulative Preference 
Shares in the capital stock of the Company, heretofore transferred to the Secretary of the Com- 
pany by the holders thereof respectively upon conversion of Six per Cent. Cumulative Preference 
Shares into Ordinary Shares pursuant to the conditions attaching thereto, are hereby cancelled 
and the authorized capital of the Company reduced accordingly without repayment therefor; 


so that the authorized capital of the Company shall consist of Nine hundred and sixty-nine (969) Six 
per Cent. Cumulative Preference Shares of the par value of One hundred dollars ($100) each, Five 
million (5,000,000) Second Preferred Shares of the par value of Twenty dollars ($20) each, Thirty 
million (30,000,000) Class A Convertible Ordinary Shares without nominal or par value and Thirty 
million (30,000,000) Class B Convertible Ordinary Shares without nominal or par value (the said 
Class A Convertible Ordinary Shares and Class B Convertible Ordinary Shares are collectively refer- 
red to as “‘the Ordinary Shares”); provided that the aggregate consideration for the issue of the said 
Thirty million (30,000,000) Class A Convertible Ordinary Shares without nominal or par value and the 
said Thirty million (30,000,000) Class B Convertible Ordinary Shares without nominal or par value shall 
not exceed in amount or value the sum of Two hundred and twenty-five million dollars ($225,000,000) 
or such greater amount as the Directors of the Company may deem expedient and may be authorized 


by the Minister of Consumer and Corporate Affairs of Canada on payment of the requisite fees ap- 
plicable to such greater amount. 


(2) 


Subject to the prior rights of the holders of the Six per Cent. Cumulative Preference Shares and the 


holders of the Second Preferred Shares, the Class A Convertible Ordinary Shares (hereinafter referred to 
as the “Class A Shares’’) and the Class B Convertible Ordinary Shares (hereinafter referred to as the 
“Class B Shares’’) shall carry and be subject to the following rights, restrictions, conditions and limitations: 


(a) 


(b) 


(c) 


(d) 


subject to paragraph (b) hereof, the Class A Shares and the Class B Shares shall rank equally as to 
dividends and all dividends declared in any fiscal year shall be declared and paid in equal or equivalent 
amounts per share on all the Class A Shares and all the Class B Shares at the time outstanding without 
preference or distinction; 


subject to the provisions of the Canada Corporations Act, in declaring dividends the Directors shall 
(unless in their discretion they consider it impracticable so to do) provide (without making any such 
provision in respect of the Class A Shares) for the payment, in whole or in part, of dividends on the 
Class B Shares by way of a cash dividend out of tax-paid undistributed surplus on hand or out of 
1971 capital surplus on hand as defined in the Income Tax Act (Canada) as from time to time in force, 
or as defined in any successor federal income tax statute; provided, however, that no such provision 
for payment may be made by the Directors in respect of any such dividend on the Class B Shares unless, 
contemporaneously with the making of such provision, the Directors declare an equivalent cash 
dividend, payable at the same time as the said dividend on the Class B Shares, on each Class A Share 
then outstanding; in such event the dividend paid on the Class B Shares shall, to the extent that such 
dividend is payable 


(i) out of “‘tax-paid undistributed surplus on hand” be deemed for the purposes hereof to be the 
equivalent of the sum of 
(A) the cash dividend payable at that time on each Class B Share, as the case may be, plus 
(B) the amount of tax paid by the Company or any subsidiary of the Company under the Income 
Tax Act (Canada), as from time to time amended, to create the ‘“‘tax-paid undistributed 
surplus on hand” in respect of the amount of such dividend per share to the nearest 1/10 
of I¢; 


(i) out of “1971 capital surplus on hand” be deemed for the purposes hereof to be the actual amount 
thereof; 


each issued and fully-paid Class A Share may at any time, at the option of the holder, be converted 
into one (1) Class B Share. Each Class A Share so converted shall be restored by such conversion to 
the status of an authorized but unissued Class A Share in the capital of the Company. The conversion 
privilege herein provided for may be exercised by notice in writing given to a transfer agent of the 
Company accompanied by the certificate or certificates representing the Class A Shares in respect of 
which the holder thereof desires to exercise such right of conversion and such notice shall be signed 
by the person registered on the books of the Company as the holder of Class A Shares in respect of 
which such right is being exercised or by his duly authorized attorney and shall specify the number 
of Class A Shares which the holder desires to have converted. The holder shall also pay any govern- 
mental or other tax imposed in respect of such transaction. Upon receipt of such notice the Company 
shall issue certificates representing fully-paid Class B Shares upon the basis above prescribed and in 
accordance with the provisions hereof to the holder of the Class A Shares represented by the certifi- 
cate or certificates accompanying such notice; if less than all the Class A Shares represented by any 
certificate are to be converted, the holder shall be entitled to receive a new certificate for the Class A 
Shares representing the shares comprised in the original certificate which are not to be converted; 


each issued and fully-paid Class B Share may at any time, at the option of the holder, be converted 
into one (1) Class A Share. Each Class B Share so converted shall be restored by such conversion to 
the status of an authorized but unissued Class B Share in the capital of the Company. The conversion 
privilege herein provided for may be exercised in the same manner as the conversion privilege pro- 
vided for in paragraph (c) above and the provisions thereof shall mutatis mutandis apply; 


7 


(e) 


(f) 


(g) 


(h) 


all shares resulting from any conversion of issued and fully-paid Class A Shares into Class B Shares 
or any conversion of issued and fully-paid Class B Shares into Class A Shares as aforesaid shall be 
deemed to be fully-paid and non-assessable. The Company shall not issue any Class A Shares or Class 
B Shares if after such issue the number of authorized but unissued Class A Shares or Class B Shares 
would be insufficient to satisfy the conversion privileges in paragraphs (c) and (d) above in the event 
that all the shares of the other class outstanding were converted into Class A or Class B Shares in 
accordance with the provisions of such paragraphs; 


each holder of Class A Shares or Class B Shares shall be entitled to receive notice of and to attend 
all meetings of shareholders of the Company, except class meetings, and at all such meetings shall be 
entitled to one (1) vote in respect of each share of either class held by him; 


in the event that the Class A Shares and/or Class B Shares are at any time subdivided, consolidated, 
converted (except for the conversion of Class A Shares into Class B Shares or Class B Shares into 
Class A Shares pursuant to paragraphs (c) and (d) above) or exchanged for a greater or lesser number 
of shares of the same or another class, appropriate adjustment shall be made in the provisions attach- 
ing to the Class A Shares and to the Class B Shares so as to maintain and preserve the rights of the 
holders of shares of each of the said classes respectively; 


in the event of any liquidation, dissolution or winding up of the Company or other distribution of 
assets of the Company among its shareholders for the purpose of winding up its affairs, the holders 
of the Class A Shares and the holders of the Class B Shares shall be entitled to share equally, share 
for share, in all distributions of the assets of the Company; 


subject to confirmation by supplementary letters patent, the Directors of the Company may at any 
time or from time to time pass a by-law or by-laws whereby the terms of this and the foregoing para- 
graphs may be altered, amended or repealed or the application thereof suspended in any particular 
case and changes made in the provisions attaching to the Class A Shares and Class B Shares respec- 
tively, but no such by-law shall be effective or acted upon unless and until sanctioned, at meetings of 
the holders of the Class A Shares and Class B Shares respectively, which may be held concurrently, 
called for considering such by-law or by-laws, by resolutions carried by the affirmative vote of the 
holders of not less than sixty-six and two-thirds per Cent. (6624°%) of the Class A Shares and of not 
less than sixty-six and two-thirds per Cent. (6624°%) of the Class B Shares represented and voted at 
such meetings, respectively, such vote by each class to be taken separately, in addition to such other 
vote, if any, as may be required by the Canada Corporations Act. The formalities to be observed 
with respect to the giving of notice of any meeting of the Class A and/or Class B shareholders and 
the conduct thereof and the quorum therefor shall be those from time to time prescribed in the by- 
laws of the Company with respect to meetings of shareholders. 


ENACTED this 20th day of March, 1973. 
WITNEss the corporate seal of the Company. 


J. H. Moore, 


President 


L. A. ALLEN, 


Secretary 
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NOTES 


AR29 


Under Brazil's ‘service at cost” system, the Company's allow- 


Earnings 


able operating revenues from its electric utility service are 
based on the recovery of allowable costs, plus a return on the 
rate base. These can only be determined annually, after the 
end of the year, and as a result, for any interim period, can 
only be estimated. Any revenue which exceeds allowable levels 
is excluded from income, as it is available only for the purpose 
of meeting deficiencies of earnings, or establishing rates in 
subsequent years. However, any deficiencies of earnings are 
only recoverable from future rates, and are taken into income 


when received. 


Currency 

Currency figures are expressed in United States dollars. The 
Company's procedures for translating revenue and expense 
items from cruzeiros into dollars are based on exchange rates 
which closely approximate average free market rates of 
exchange for the period under review. Because the cruzeiro/ 
dollar rate changes periodically under the system of moving 
exchange rates, dollar equivalents of cruzeiro items in the 
Company’s interim statements vary from period to period 


within a year. 


In the current statement, cruzeiros were translated at Cr$6.103 
to the dollar vs. Cr$5.822 a year ago. 


Estimates 
Because of the variables and adjustments noted above, the 
Company's operating revenues for the six months ended 


June 30, 1973 can only be estimated. 


Comparative Figures 

The 1972 figures have been reclassified to conform with the 
presentation in the 1972 annual report and restated to reflect 
the consolidation of the accounts of three subsidiaries not 
previously consolidated in the interim results. The inclusion 
of these subsidiaries reduced net income for the six months 
ended June 30, 1972 by $136. 


PRINTED IN CANADA 
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SHAREHOLDERS 


six months ended 


June 30, 1973 


TO THE SHAREHOLDERS 


EARNINGS 


Consolidated net income for the six months 
ended June 30, 1973 is estimated at $50.5 
million or $1.99 per ordinary share before 
unrealized gains on exchange of $11.6 million 
or 46 cents per ordinary share. 


This compares with $47.4 million or $1.85 per 
ordinary share before unrealized gains on 
exchange of $2.3 million or 9 cents per ordinary 
share for the same period in 1972. 


The unusually large exchange gain in 1973 is 
because the revaluation of the cruzeiro during 
the period (Cr $6.215 at December 31, 1972 to 
Cr $6.100 at June 30, 1973) has been more 
than offset by the devaluation of the U.S. dollar. 


BRAZILIAN ECONOMY 


Further growth and stability was demonstrated 
by the Brazilian economy during the first six 
months of 1973. Foreign exchange reserves 
reached $5,800 million by the end of June 1973. 
Exports are estimated at $2,640 million, 47.8% 
more than the same period last year. The rate of 
inflation for the first six months of the year (as 
measured by the cost of living indices in the 
State of Guanabara) was 6.8% compared with 
8% during the first half of 1972. 


BRAZILIAN ELECTRIC OPERATIONS 
Electric sales of Light S.A. (the Company’s 


Brazilian electric subsidiary) during the period 
under review were 12,007 million kwh, an 
increase of 10.5% over the same period last year. 


Electric rates were adjusted on June 1, 1973 to 
a basis that should produce operating revenues 
for the period June 1 to December 31, 1973 to 
cover the estimated cost of service for that 
seven-month period. 


Expenditures and commitments under Light's 
capital expenditure program totalled $92 million 
for the six months. The forecast of capital 
requirements is currently being re-evaluated 
in connection with the Federal Government's 
program for the electric sector, and it is 
anticipated that required expenditures will 
increase over the figures previously forecast. 
Expenditures for the period July 1, 1973 
to December 31, 1974 are provisionally esti- 
mated at $300 million. Capital expenditures 
will be financed out of retained earnings, other 
cruzeiro funds and from outside borrowings. 
In April 1973 Light arranged a loan from 
International Bank for Reconstruction and 
Development (World Bank) of $20 million. 


CANADIAN INVESTMENTS 


Earnings of John Labatt Limited, the Company’s 
principal Canadian investment, before extra- 
ordinary items amounted to Can. $20.1 million 
or Can. $1.90 per common share for the fiscal 
year ended April 30, 1973 compared with Can. 
$17.3 million for the previous year or Can. $1.58 
per common share, an increase of 16.2%. 


Extraordinary charges, amounting to Can. $2.6 
million or Can. 29 cents per common share, 
were incurred during the period. The previous 
year an extraordinary loss of Can. $3.3 million 
or Can. 37 cents per common share was ex- 
perienced. Labatt beer sales volume in Canada 
grew by 8.9% during the year compared to a 
5.5% increase for the Canadian brewing Industry 


as a whole. 


GREAT LAKES POWER CORPORATION LIMITED 

In May 1973 the Company made an offer for 
all the issued shares of Great Lakes Power 
Corporation Limited of Sault Ste. Marie, 
Ontario, through which it acquired 95% of the 
issued common shares for a cost of approxi- 
mately Can. $35 million. Great Lakes Power 
generates, transmits and distributes power in 
the Algoma area; this acquisition will increase 
the Company's dollar cash flow. Net income 
for the six months ended June 30 was Can. 
$1.5 million compared with Can. $1.3 million 
for 1972 (not included in consolidated income 
for the periods). 


NATURAL RESOURCES 

In May 1973 the Company, through Brascan 
Resources Limited, acquired by offer approxi- 
mately 99% of the outstanding common shares 
of Western Minerals Ltd., an operating oil, 
gas and mineral company in Calgary, Alberta, 
at a cost of approximately Can. $32 million. 
Western Minerals, besides exploration acreage, 
has revenues from oil, gas and coal. 


The fourth instalment of Can. $8 million was 
paid in January 1973 in respect of the purchase 
of the 15% interest in Elf Oil Exploration and 
Production Canada Ltd. The fifth and final 
payment is to be made in January 1974. A 
drilling program has commenced under the 
farm-out and joint partnership recently arranged 
by Elf with a group of U.S. gas companies and 
Panarctic Oils Ltd. 


Brascan Resources is continuing its exploration 
program and has drilled 51 wells to date in 
1973. Of this number, 13 wells were drilled in 
the Alberta shallow gas exploration program 
and provisional results indicate proven and 
probable reserves in excess of 54 Bcf. 


Examination of various aspects of the feasibil- 
ity study on the Sukunka coal project in British 
Columbia is continuing. Development mining 
is still being carried out with expenditures at a 
reduced rate. 


FINANCING 

The acquisition of the shares of Great Lakes 
Power and Western Minerals was effected 
through the utilization of medium-term bank 
loans. In August 1973 $30 million of these loans 
were converted to longer-term borrowings 
repayable over 15 years. 


J. H. Moore 
President 


September 5, 1973 


STATEMENT OF 
CONSOLIDATED INCOME”) 

for the six months ended June 30 
Expressed in thousands of United States dollars 
(Unaudited) 


Electric utility—Brazil : 
Operating revenues . 
Operating revenue deductions: 
Purchased power . 
Fuel oil . cdyae tay le Neewes eoa e 
Salaries, wages and other operating 
expenses 
Depreciation 
Reversion . 


Operating income 


Income deductions: 
Interest on long-term debt 
Reversion interest 
Interest charged to 

construction—credit . , 

Income on short-term investments 
Foreign exchange adjustments . 
Equity of minority shareholders 
Income and withholding taxes . 


Net electric utility income—Brazil 


Investments and industrial operations: 
North America and other— 
Dividends and profits on sale of shares 
Interest income Ree ae 
Net income (loss) of oil and gas 
operations . ee ey ee 
Net loss of financial services and 
trading operations . ae 
Foreign exchange adjustments . 


Brazil— 
Interest under telephone sale 
ClOMSIMEMNMG Re A a oe 4 6 6 & 6 o 
Net income of investment subsidiaries 
Net loss of industrial operations 
Foreign exchange adjustments . 


Net investment and industrial 
operations income 


General corporate expenses 
Interest on term credit . 


Net income for period . 


Net income per ordinary share 
Before foreign exchange adjustments . 
Foreign exchange adjustments 
Net income for period . 


(1) See notes 


1973 1972 
$297,138 $247,134 
117,489 95,343 

1,984 891 

68,354 54,139 

14,275 13,603 

18,646 16,878 
220,748 180,854 

76,390 66,280 

3,352 1,486 

8,758 7,926 

(5,063) (3,682) 

(4,821) (2,349) 

(7,836) (1,027) 

12,425 9,090 

14,270 11,990 

21,085 23,434 

55,305 42,846 

2497 1,624 

786 1,427 
(293) 67 
(815) (80) 
113 (15) 

1,908 3,023 

1,942 2,041 

2,266 2,459 

(708) (742) 

3,638 1,322 

7,138 5,080 

9,046 8,103 

(1,491) (1,240) 

(774) 

(2,265) (1,240) 
$ 62,086 $ 49,709 
$ 199 $ 1.85 

A6 09 
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STATEMENT OF CONSOLIDATED 


SOURCE AND APPLICATION OF FUNDS") 


for the six months ended June 30 
Expressed in thousands of United States dollars 


(Unaudited) 
Funds provided 
Funds provided from operations : 
Net income for period 


Add (deduct) : 
Depreciation and depletion 


Interest charged to 
construction— credit . 


Equity of minority shareholders . 


Long-term borrowings excluding debt 
incurred to finance acquisition of 
subsidiaries 


Sale of property, plant, andequipment . 

Current portion of sale price of telephone 
utilities . 

Increase in holdings of minority 
shareholders . 


Customers’ contributions for line 
extensions. 


Decrease in working capital 


Funds used 


Net funds used on acquisition of 
subsidiaries (2) 


Expenditure on property, plant, and 
equipment 


Increase in non-utility investments 


Subsidiary dividends paid to minority 
shareholders . 


Loans and long-term financing contracts 
Reduction in long-term debt 


Deferred mine development 
expenditures 


Increase in utility materials and supplies 
Dividends—preference 
—ordinary 


Miscellaneous changes in various assets 
and liabilities 


(1) See notes 


(2) Net funds used on acquisition of subsidiaries 


Net non-fund assets of subsidiaries acquired... 


Less long-term portion of debt incurred to 


TiNaAnCOhAGGUISItONS ee een eeee eee 


1973 TO7Z 
$ 62,086  $ 49,709 
14,947 14,182 
(5,063) (3,682) 
12,502 9,106 
84,472 69,315 
79 6,761 
2,070 645 
915 1,738 
636 528 
323 1,392 
35,243 1,340 
123,738 81,719 
32,123 
50,068 49,834 
11,430 3,085 
5,132 3,903 
3,304 6,465 
2,848 5,916 
1,997 16 
1,266 2,364 
2 4 
12,780 11,625 
2,788 (1,493) 
$123,738 $ 81,719 
$66,123 
. . (34,000) 
$32,123 


